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INTERNATIONAL AFFAIRS 


POLISH-ALBAXIAN ECONOMIC COOPERATION INCREASES 
AU031450 Warsaw ZYCIE WARSZAWY in Polish 29 Nov 84 p 4 
[Staffer report: "“Albania's More Extensive Contacts With the World") 


[Text] Next year Albania will begin the production of color television sets 
from the elements bought from Philips and Grundig. At the moment, some 85 
percent of the Albanian television programs are beamed in color. The develop- 
ment of television, which is free in Albania, illustrates the changes occuring 
in that country. For some years now people have been talking about “Albania's 
second opening to the world," having in mind more trade with foreign countries. 


Albania seems to be slowly but consistently abandoning the policy of isola- 
tion. Its growing industrial potential--merely 3 days are needed now to turn 
out the industrial production of 1939 level--and the need to modernize many 
plants and increase the efficiency of economic management require new tech- 
nologies. Although Albania's leadership continues to proclaim the country's 
economic self-sufficiency, indications have been present for some time now 
that Albania is increasingly more aware of the advantages of the international 
division of labor. 


Looking for contacts with the East and the West, Albania continues to focus 
its efforts first of all on cooperation with its closest neighbors, who regard 
Albania as an attractive partner. Albania extracts over 3 million metric tons 
of crude oil a year and exports about one-third of this amount. It also ex- 
ports surplus electric power to Greece, Yugoslavia and Romania, because it 

is one of these few European countries that are not only self-sufficient in 
fuels and energy, but are even able to export them. Albania also possesses 
other riches such as nickel, coal, copper, chromium, bitumens, natural gas, 
and so on. It is also famous for its excellent vegetables, fruit, tobacco, 
and other such commodities, which make their appearance in the European market 
places some 10-14 days before the season. 


Polish-Albanian economic cooperai.on continues to develop favorably. Not so 
long ago our countries signed a protocol on trade and payments in 1985, which 
means that Albania will supply us with melons, paprica, tomato concentrates, 


citrus fruit, cigarettes, tobacco, clothes, knitwear, copper cables and wire, 
asphalt, and other articles. Poland will supply Albania with machines and 











equipment, including mining equipment, textile machines, coal, rolled goods, 
electric motors, and so on. 


Poland is interested in further developing its contacts with Albania. There 


are especially extensive opportunities for cooperation in foreign trade, 
culture, science and technology. 


CSO: 2600/346 














INTERNATIONAL AFFAIRS 


YUGOSLAV REPORT ON COMPRESSOR STATON CONSTRUCTION SITE IN USSR 
Belgrade BORBA in Serbo-Croatian 14 Nov 84 p 6 
{Article by Dragan Vuckevic: "Construction Work at the Limit of Endurance] 


[Text] It is no more than 180 km from Pechmen in Bardinskiy Rayon to Berezovka, 
another large construction site in the Urals where Yugoslavs have built two 
powerful coapressor stations for processing and boosting the pressure of Si- 
berian gas headed for Europe. Yet it took us over 17 hours in a specialized 
"UAZ" cross-country vehicle to cover that “little piece" of road, which, as a 
matter of fact, is no more than that in these immense expanses. 


And at dawn when one starts out on that old road, which was run through fields 
and wasteland, it is not certain that one will not spend the night on it. The 
heavy vehicles loaded with 50-meter strings of steel pipe for the gas pipeline 
and heavy logs are so to speak constantly “mixing” the deep gummy mud, shaking 
it off only in places where the road is a bit firmer. 


The dense dark forests alongside the road and at some distance from it seem to 
be endless, the soaked earth is yellow in some places, and in others black as 
coal. And the scattered villages on the eminences and near the river somehow 
have the same appearance: wooden roofs and even the tin roofs where they exist 
stand yellow or black above the carved and brightly colored Russian windows in 
the small log houses. 


Adaptc cion to the Sky 


The villages look older than they are; the harsh climate sometimes takes its 
toll, it is recognizable in the wood, but man escapes. There is little stone, 
especially good stone, in Perm Oblast for all its large size. 


The Urals are a region full of contrasts, which can also be said of certain 
others in the USSR. At short distances the rivers and streams are either 

clear as a teardrop or turbid as a plowed field. Kolkhoz farm structures, cul- 
ture centers, schools, the buildings of party committees and the government 
administration stand out in the villages above the log houses. People even go 
to weddings by tractor and motorcycle, or by car if someone happens to have 

one. And buses are unusual: bus bodies have been mounted on enormous 10- 

wheel “Kamaz" trucks, and people have to climb up long iron steps to reach them. 











In the thick mud, which is perhaps not as sticky anywhere as in the Urals, the 
"Kamazes" rarely get stuck, but quite often they stop to help pull others out 
of it. The solidarity among the drivers, passengers and peasants in this re- 
gion knows no limits, vehicles are pulled out when they need it, as we saw for 
ourr-ives, even by combines. The rural houses are open at all hours to “those 
in trouble."... 


All of this comes under the head of “adaptation to the sky" and of constant 
and painstaking resistance to its caprices, says Igor Volkov of Barda. The 
people did not choose the Urals, they found them here. But many have traded 
it for something else. 


The Yugoslav workers have encountered all of this on the large construction 
sites in the Urals. That is in fact why we began this article with the first 
thing mentioned by more than 800 workers of “Hidroelektra," "ATM," “Grijanja," 
"Montmontaza” and “Domoinvest,” who in Berezovka near Kungur have for almost 
2.5 years been doing “construction work at the limit of endurance," as it was 
vividly put by Engineer Milos Starcevic, director of the joint administration. 


Let us begin with the settlement. There is mud wherever you turn. The Soviet 
investor envisaged funds to set up the settlement in which the Yugoslavs would 
live, and when they left, it would be used by Soviet specialists on the gas 
pipeline. "“Hidroelektra" decided to use old buildings and barracks, counting 
on the savings which actually were not possible, since the contract stipulated 
setting up the settlement. 


The operations are just now being completed, but the Yugoslav workers never 
managed to live in the comfortable "BAM [Baykal-Amur Main Railroad Line]" 
houses (one-story prefabricated wooden houses erected along that railroad), 
nor to use the modern restaurant and other facilities. They are leaving, but 
the management of the construction site at Berezovka, which did not take care 
to build the worker settlement back in the preparatory period, left much ear- 
lier ("replaced" it is said). 


The construction site of the entire complex of compressor stations, two of 
which were built by the Yugoslavs, is some 15 km from the settlement. Part of 
the road was built by “Hidroelektra." This is now an entire city, as is demon- 
strated by this datum. The Yugoslav workers built 87 structures in all which 
the investor says are “as presentable as could be." 


At Berezovka, as indeed at Pechmen, there were times that first winter, the 
winter of 1982/83, when they had to wait for warmer weather. It comes late in 
the Urals, and it goes away early. Deadlines began to be missed, the finan- 
cial conditions were altered hastily. The investor stopped paying on the ba- 
sis of money to match the amount of material installed. Contracts were drawn 
up for a fixed price: 31 million dinars for the imported compressor station 
and 10 million for the station “Urengoy Center." 


Thus the “real work" actually began in May 1983, and the technological part of 
the station was completed that very December. This was a surprise for the 
other foreign contractors on that construction site; they came and asked: How 
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come such a sudden turnabout? Nothing particularly, the engineers, Ivan Slat 
and Milovan Simonovic, answered, we agreed to complete the job by the deadline. 
This could have been taken as a joke, but for the agreement among the five en- 
terprises to the effect that they would make up for everything that had come 
about a few months earlier because of the “lack of agreement.” 


Engineer Milos Starcevic, director of the joint administration “Ingra," says: 
Everything would have been easier if the commencement of operations had been 
better organized and if we had been familiar with what are referred to as the 
special conditions in the Urals. Our specialists even at Berezovka were not 
clear about whether concrete could be placed at low temperatures. It is now 
clear that it can, it is not enough to add ingredients against freezing to the 
cement, you also have to heat the gravel. Soviet builders have had this know- 
how for a long time. 


Berezovka's Other Life 


Berezovka, until recently a village, but now already a town with modern build- 
ings, has gained a great deal from the builders of the compressor stations and 
the gas pipeline, but it has lost its peaceful life. Aside from Yugoslav 
builders, there are also Finns, East Germans and others. Customs have “been 
crossed" for 2.5 years, and new habits have been created. 


The road virtually never brought foreigners there--Berezovka is in Perm Oblast, 
and it is prohibited to foreigners. But the Urengoy--Uzhgorod gas pipeline is 
a mutual risk for western Europe, which is importing Siberian natural gas, and 
the Soviet Union, which cannot put up a barrier in front of the habits and way 
of life of the construction workers on this "international" project. The risk 
was taken, and now there is less and less suspicion. 


The young Yugoslav workers buiit a large summer theater at the center of Bere- 
zovka, they organized get-togethers for young people and athletic competitions. 
Two workers, Pavei Bundiscak and Ivica Dionezevic, received certificates as 
winners of the young people's competition in building the pipeline and com- 
pressor stations. Many of our workers have been singled out as examples. 


This incidentally was also the case of the projects which they built. When we 
asked around in Berezovka where the projects were that the Yugoslavs were 
building, the supervisory engineer Olga Alekseyevna told us: "It will be easy 
for you to find them, on this large construction site there are several com- 
pressor stations which are the same in design, but those built by the Yugo- 
slavs stand out for their very precise construction and, of course, because of 
their quality." 


This is not an isolated opinion; the investor accepted the projects with neg- 
ligible objections, which, of course, are commonplace on such complicated and 
large installations. There were cases when specialists of "Montmontaza”™ cor- 
recced mistakes in installations imported from the West. They received recog- 
nition for this both from the investor and the firm which delivered the com- 
pressors for processing the Siberian gas. 


Yet another experience for the workers of our five organizations; it will 
probably come in handy on some other occasion. In the Urals they have brought 
the work to an end; new construction sites have not been started, but it was 
not their fault. 


7045 
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INTERNATIONAL MOTOR TRANSPORTATION IMPROVES EFFICIENCY 


Sofia RABOTNICHESKO DELO in Bulgarian 16 Oct 84 pp 1, 3 


[Article by Gensho Boshnakov, Nikolina Yambolieva and Dragomir Dakov: 

“At High Speed: Modern Technolegies and Techniques, Economic Approach, 
Flexible Organization and Purposeful Political and Ideological Work Are 

the Prerequisites for the Achievements of the International Motor Transport 
Enterprise” ] 


[Text] Over thepast years the International Motor Transport Enterprise 
(SO “"MAT") has established stable positions on the international market 
and become a desirable and sought-after economic partner. Its routes 
from the interior and the ports of Europe to the Middle East carry the 
greater part of commercial transports from and to the continent. 50 
"MAT" is one of the biggest transport organizations in the world which, 
along with its other advantages, enables it to implement the highest 
scientific and technological achievements and even to dictate fashion 
in this dynamic economic branch. How has this come about? We sought 
the angers that interest us in a talk with the economic, party, trade 
union and Komsomol leadership of the enterprise. 


Fulfillment of Party Decisions Is the Essence of the Political Approach 


With SO "MAT" our country now occupies a leading and ever expanding place 
on the European transportation market. One of the most important pre- 
requisites is the constant striving toward the highest achievements of 
scientific and technological progress and the daily implementation of 
new advanced technologies (for example, the “road-sea-road" transports) . 
The important achievements are also due to the consistent implementation 
of the economic approach and its mechanics, the desire to meet the 

market and its implacable demands head on, while using good economic 
sense, flexibility and initiative. Without these there can be no high 
quality, says Director General Slavcho Parvanov. 





We now have 17 combined technologies of several kinds: road-river-road 
(along the Danube), road-sea-road (across the Mediterranean), road-road 
(with two variations one of which includes the railroad). We have at our 
disposal the most modern ships, trucks and service installations. Thanks 
to all this we are in a position to offer our customers a variety of 
choices for transport and speedy and safe delivery. 
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The other decisive factor is the implementation of this economic approach and 
its mechanics, the brigade-type labor organization, and profit calculation. 
In the Express Transports carried out by the so-called Express Brigades, 

we have found a form which corresponds best to our specific work conditions 
and takes into account personal, coilective and social interests. Af present, 
one brigade has total responsibility for the operation of one express 

route, for fast loading, trarsloading and unloading of goods, for shortening 
the stops and cutting expensus, for increasing everage day and night driving 
and for equipment maintenance, in a word, for everything. Those working on 
the express routes receive additional premiums for their higher responsi- 
bility and for their greater contribution toward achieving specific quotas. 
Production relations and income distribution are established on the basis 

of profit calculation. 


The essence of the political approach to the problem of quality and efficiency 
is the setting of high goals and tasks which correspond to the demands 
contained in the decisions of the 12th Congress ana the National Party 
Conference, the implementation of the highest scientific and technological 
achievements, and the mobilization of all subjective and objective factors 
for establishing the economic foundations of the market activity. 


Everything Depends on the People, Their Awareness, Responsibility, Initiative 
and Contribution 


The working conditions of the enterprise are different from those in a 
factory or an institute. The drivers represent 80 percent of the collective. 
They are on the road all the time and cannot be directly led and constantly 
supervised. Much depends on their professional, economic, political and 
moral qualities. This is why the ideological, educational and organiza- 
tional work of the party and the sociopolitical organs and organizations, 

as well as the party control work, are aimed at increasing the awareness, 
responsibility and contribution of all workers on the one hand and, on 

the other, at strengthening the management and economic mechanisms 

which limit as much as possible the adverse influence of subjectivism and 
thus lead to the much desired unity of the political and economic approaches 
and to the achievement of the goals. 


Ignat Krustev and Rangel Ilov, secretaries of the Party-wide Committee, 
told us that the foremost concern of the party bureaus and organizations 
is to bring about full unity of thought and action among the economic, 
party, trade union and Komsomol leaders of the enterprise and its sub- 
divisions and brigades. That this unity of action has been achieved is 
evident in the comprehensive measures for the fulfillment of the long-range 
party program for improving quality, in the quality criteria set up for 
transportation and in the implementation of the system of express trans- 
ports. 


The work done in the basic work collectives has been particularly fruitful. 
Veselin Nikolov, party secretary of the Third General Brigade, told us 
that talks have been held with each individual driver and responsible 














worker, that four meetings have taken place, and that specific missions 
have been carried out leading up to the formation of new brigades. Now 

the communists are at the forefront, setting an example for the other 
workers. This was followed by other tasks, such as the creation of an 
atmosphere favoring the exact fulfillment of the quotas, the application 

of profit calculation, strict control and self-control and the strengthening 
of discipline and self-discipline. This and the fact that the express 
brigades, after an overall evaluation, dismiss drivers who regularly fail 

to come up with the desired rerults prove the ever growing role of the 

basic party and work collectives. 


The support sought from the leading workers is of considerable importance. 
They are first admitted to the club of the front-runners and then, 
following the establishment of the system of express transports, to a 
special voluntary organization of innovators. 


The others are gradually brought to the level of the front-runners. 

This is achieved through competition, various moral and material incentives 
and other initiatives. Our work here is done under the slogan, “Ouality 

is the patriotic task and responsibility of every worker and specialist of 

the system of SO ‘MAT’; the initiative extends the scope of moral impulses 

for greater personal contributions. 


The function of the system of political information and training of 
cadres, which has been improved following a sociological study of the 
problem, allows one to judge the specific work with the people. Following 
each trip, the drivers attend a lecture on international and domestic 
problems, on the tasks and problems of the enterprise, and traffic 
security; they meet the director or deputy director, and they are given 
detailed instructions prior to each new trip. Etc., etc. 


Without going into further details, we may say that this is exactly what 
is good in the accomplished economic, political, ideological and organi- 
zational work. It is well rounded and geared to the specific tasks of the 
enterprise, to the fulfillment of the decisions of the 12th Party Congress 
and the Nationa! Purty Conference. 


The Results Are Comprehensive 


We have already talked about some of the results of the work aimed at 
insuring high quality and efficiency. We will point out a few others which 
are particularly characteristic for what has been achieved. 


The average daily distance covered by the trucks of the enterprise last 
year was 306 kilometers. Following the introduction of the Express 
Transport System it rose to 350 kilometers, and following that of the 
Express Brigades it attained 419 kilometers. 


For example, the run from Bulgaria to Baghdad now takes 52 instead of 

96 hours, as called for by the quota. The time required to deliver goods 
from Europe to the Middle East has been reduced from 15 to between 10 and 
ll days. 




















Quality relations within the work force of the collective have changed. 
Formerly the drivers were divided into 20 percent weak drivers, 20 percent 
excellent drivers and 60 percent average drivers. At present these 
percentazes are 20, 50, and 30, respectively. 


The harmonious collective, the high political awareness and patriotic 
responsibility of the drivers, service personnel, specialists and leaders 
constitute the highest achievement. This was particularly evident in the 
words of Asen Blagoev, driver in the Third General Express Brigade: 


“Our technology and work organization prove that we can work well. We have 
caught up with the others and have overtaken them. The self-assurance 

of our people has increased, and they have come to believe in their strength 
and in that of the collective. Their desire to be at the forefront has 
strengthened as well as their desire to attain world records and establish 
new ones. To the communists and other colleagues the implementation of 

the technology is a ratter of prestige for which they are morally and 
politically responsible." 


12635 
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BULGARIA 


GUIDELINES FOR CAST IRON PRODUCTION REVIEWED 

Leipzig GIESSEREITECHNIK in German Vol 30 No 8, Aug 84 pp 235-236 
[Article by Ilija Bankov and Ivan Dafinov, Sofia] 

(Text] 1. Introduction 


Production of castings in Bulgaria continues to progress as planned. The 
primary goals in casting production are to meet the demand for castings and to 
contribute to an increase in effectiveness, above all in the machine construc- 
tion industry. In the past several years significant investments have been 
made in order to achieve these goals. The result of these investments has 
been an increase of more than 300 percent in the basic fund allotted to the 
production of castings, which currently amounts to 10 percent of the overall 
basic fund for machine construction. 


2. Production of Castings 


From 1970 to 1981 the average annual production of castings has increased by 
4.7 percent. The Ministry for Machine Construction and Electronics, the larg- 
est manufacturer of castings, produces 56 percent of all castings. Its spe- 
cialized economic organization, the DSO '"Metaloleene", produced the greatest 
percentage of total iron and steel castings of any single manufacturer in the 
country (26 and 35 percent, respectively). 


Within CEMA, specialization of the People's Republic of Bulgaria in the manu- 
facture of electric vehicles and traveling crabs, as well as a relatively high 
percentage of metalworking machines and machines for related processes largely 
determine the products which Bulgarian foundries produce (see Table 1). 


3. Casting Breakdown 


Lamellar graphite cast iron castings make up the largest percentage of all 
castings (see Table 1); production of lamellar graphite cast iron castings 
remained largely unchanged between 1970 and 1980. The percentage of steel 
castings increased as a result of development of tractor and heavy machine 
construction. The percentage of aluminum castings continued to increase 
steadily as well, regardless of the fact that nonferrous metals were replaced 
by plastics and in some cases by ferrous products. 
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Table 1. Progress of Casting Production in the People's Republic of Bulgaria 








(in %) 
Type of Casting Production Figures 
1970 1975 1980 
Cast iron castings 84.) 81.5 1.5 
Steel castings 9.8 13.5 14.0 
Castings made of nonferrous metals and their 
alloys 6.) 5.0 4.5 


It is expected that the current casting breakdown will remain unchanged over 
the next several years, with an increase in the percentage of steel castings 
as a result of the rapid progress in heavy machine construction. The percent- 
age of aluminum castings manufactured by the gas counterpressure process is 
also expected to increase. 


With the establishment of new and modernized foundries, it is now much easier 
to realize an effective foundry concentration due to specialization for produ- 
cing homogenious castings in terms of shape and technology. Average annual 
iron foundry production has increased from 1740 metric tons in 1975 to 2270 
metric tons in 1981. Forty one percent of those steel foundries with an an- 
nual production of more than 1000 metric tons produced 76 percent of all steel 
castings. Of those foundries producing nonferrous castings, only four percent 
had an annual production of more than 1000 metric tons. These foundries met 
only 46 percent of the demand for such castings. 


Table 2 provides casting figures for gray cast iron foundries. 


The results achieved to date can only be seen as an initial step toward taking 
advantage of the possibilities for foundry concentration and specialization. 
Further successful development in this area requires that new methods of plan- 
ning, analysis and evaluation of economic foundry efficiency be established 
and implemented. These methods should disregard the previously-used way of 
determining economic efficiency according to "number of tons of good cast- 
ings", and should instead concentrate on casting quality, the costs of further 
processing and end product reliability. 


lt is also necessary to develop a different approach in the evaluation of 
small foundries. In the past few years, several small foundries in Bulgaria 
were closed down purely for social and economic reasons. The citizens of the 
People's Republic of Bulgaria are not of the opinion that all small foundries 
should be closed down, rather they believe that they ought to be expanded. In 
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Table 2. Percentage of Total Castings Produced by Iron Foundries in 198! 


























Percentage of Total Castings Relative Percentage Relative Percentage 

Produced of Total Number of of Total Number of 
Cast Iron Castings Cast Iron Castings 
Produced Produced Expressed 








as a Percentage of 
All Castings 


























{metric tons] {%] 4 
Up to 1000 60 9 
From 1000 to 10,000 35 43 
Over 10,000 5 48 
Table 3. Breakdown of Casting Molds produced by Machine and by Hand (Figures 
in %) 
Method of Casting Mold Cast Tron Cast Steel Nonferrous Castings 
Produc tion S79 T9581 1979 «1581 1979 TSB) 
Machine 40 45 45 48 60 60 
Automatic mold 
manufacturing equipment 2 7 - - - - 
Hand -made 60 55 55 52 40 40 


the reconstruction and modernization of these small foundries, an appropriate 
nomenclature must be chosen while simultaneously improving working conditions 
and ensuring availability of Labor. 


4. New Technologies 


In the past several years growth of high-grade cast iron and nodular graphite 
iron castings has increased considerably. Growth stood at 3 percent in 1970, 
5.1 percent in 1975 and 12 percent in 1980. Such growth was largely made 
possible by the introduction of induction furnaces, the duplex process and the 
organized production of inocula and master alloys. 


In 1980, 22 percent of nodular graphite iron castings were produced in hot- 
blast cupola furnaces, with 16 percent produced in induction furnaces. From 
1970 to 1980, the Institute for Foundries and Foundry Practice in Sofia 
developed and introduced the complex graphitization inocula MKZ-2, MKZ-4 and 
MKZ-5, as well as the complex master alloys CKM 7 and CKM 7-! for the produc- 
tion of nodular graphite iron castings to meet national demand. Nodular 
graphite iron castings are produced by the "sandwich", in-mold and injection 
processes. It is absolutely necessary to begin research into ladle metallur- 
gy, as well as research to ensure nodular graphite casting quality above grade 
GGG 8002 [GGG ~ nodular graphite casting]. Real conditions have been estab- 
lished which will allow high-grade types of cast iron castings to reach the 35 
to 4O percent level. 








Production of molds and cores has also undergone significant changes 
(Table 3). 


A typical characteristic of the last few years is the increased use of auto- 
matic mo'ding machines. In 1975, only one automatic molding machine was in 
operat) in the VEB GISAG Combine, on which only about one percent of the 
total n.* -c of iron castings in the country was produced. In 198] the number 
of automacic machines had increased to eight, and there will be eleven such 
machines in 1985, on which 30 percent of the country's iron and steel castings 
will be produced. In 1980, 2.5 percent of all iron castings were produced in 
self-hardening molds. The “silico-ester" process, developed by the IMLT in 
Sofia and introduced in two foundries, allows limitation of development of 
self-hardening mold materials with synthetic resins, reduces the consumption 
of water glass by 15 to 20 kg/metric ton as compared to the CO, water glass 
process, reduces fettling costs by half and improves working conditions. Use 
of the silico-ester process is being expanded while at the same time sources 
of ester are being secured. This problem should be resolved by 1985. 


In 1980, eight percent of all cores were produced using the efficient and 
high-precision hot-box, shell and cold-box processes, among others. In 1985 
this figure will reach 33 to 35 percent, and 45 to 50 percent in 1990 accord- 
ing to local predictions. 


The shell molding process for iron and steel castings shows a particularly 
good development trend. In the People's Republic of Bulgaria there are high- 
performance resin jacketing systems, and mold and core shooting machines 
designed by the IMLT in Sofia are continually being manufactured. The materi- 
als necessary are produced from national raw materials. 


In spite of problems having to do with the chemistry of the mold and core 
production processes, these processes will continue to find new areas of 
application, however in order to do so the requirements of sand regeneration, 
purity of non-toxic high-quality binders and the like must be met. 


Bulgarian specialists are working on the solutions to these problems. Spe- 
cialized foundry procedures are being introduced which generate a low amount 
of waste. 


Steel castings using the lost-wax process made up seven percent of all steel 
castings in 1981. It would be better, however, to modify the shapes of the 
castings such that this process could be used for medium-sized and large cast- 
ings as well. Diecast aluminum castings and castings produced by the counter- 
pressure process amounted to 45 and 20 percent of all aluminum castings, re- 
spectively. Increased research is required in order to ensure accelerated 
development of these processes in the future. 


Production of continuous castings has developed over the past two years based 
on Soviet systems as well as on experiences gained in the USSR and the GDR, 
primarily to meet the needs of the hydraulics industry. Further development 
is also expected in this area. 


% 





A sizeable increase in the percentage of chill castings is also expected. Our 
own investigations show that approximately eight percent of all castings cur- 
rently produced in Bulgaria can be economically manufactured in ingot molds, 

although only 0.5 percent of all castings are in fact produced in this manner. 


The People's Republic of Bulgaria imports a considerable amount of its raw 
materials--pig iron, coke, aluminum, etc. Im the case of coke, the available 
amount, lump grade and quality are dropping while at the *ame time costs con- 
tinue to increase. This presents the foundry industry with serious problems, 
particularly in view of increasing demands with regard to the strength and 
stability of the castings. For these reasons, development of fusion aggre- 
gates in the foundries is important. The percentage of induction furnaces, 
combined with headers (with grooved inductors), increased. In less freyuent 
instances the duplex process--cupola furnace headers--is also used. 


Coordinated activity of both the DSO "Metaloleene" association and state 
facilities was responsible for considerable progress in the introduction of 
induction furnaces. The amount of cast iron processed in induction furn> «>» 
was 7.5 percent in 1975, and nearly double that figure in 1980. By 1985, 

to 35 percent should be achieved, and this trend should continue. 


The transition to the use of induction furnaces also opens up possibilities 
for increasing the number of alloys, especially stronger alloys and those for 
use in special applications. Of importance are also the expanded possibili- 
ties with regard to ladle metallurgy--refining, alloying and inoculating. 
Several research departments are working on these questions. 


Particular attention is being given to the testing and development of various 
additives within the framework of comprehensive development of current techno- 
logical processes for the production of castings. In particular, these addi- 
tives include inocula for cast iron and nonferrous metals, degasification 
agents, master alloys including those which contain nitrogen, monolithic re- 
fractory Lining materials and black wash, as well as the direct production of 
water glass, binders and the like. Greater use must be made of international 
cooperation in order to more quickly and successfully solve these technolog- 
ical problems. 
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CERTAIN SHORTCOMINGS IN MACHINE-BUILDING INDUSTRY EXAMINED 
Kremikovtsi Metallurgical Combine Affected 
Sofia RABOTNICHESKO DELO in Bulgarian 19 Nov 84 pp 1, 4 


[Article by "RD [RABOTNICHESKO DELO] Expedition on Metal Quality"--materials 
prepared by Ivan Ivanov, Mara Georgieva, Grigor Lilov and Petur Gornenski: 
“Territory Constricted, Opportunities Unutilized--Meetings, Conversations, 
Opinions on the Topic ‘What Is Our Machine-Building Industry Providing for 
Metallurgy?'"] 


[Text] The deliberation about metal quality, in which the 
"RD Expedition" has already raised quite a few complex prob- 
lems, cannot bypass another one: Do the machinery and appur- 
tenances, assemblies, hardware and spare parts that our ma- 
chine-building industry provides suffice to guarantee the 
improvement of quality in the metallurgical enterprises? 
Will there be enough of them in view of the large-scale re- 
construction and reorganization, modernization and new con- 
struction already started or yet to be done? 


It is a widely known fact that our metallurgy, ferrous and 
nonferrous, was founded and gained a firm foothold simultane- 
ously with the country's machine-building base. With the 
Soviet Union's exceptional, unselfish assistance and with the 
thoroughgoing integration and cooperation of the countries 
of the fraternal community of real socialism—-only thus did 
the development of both our metallurgy and machine-building 
industry become a fact. 





Growing favorable opportunities already exist for our machine- 
building combines and enterprises to back up more and more suc- 
cessfully in a wider territory an offensive front for high 
quality in metallurgy; to demand it of metallurgy, but 4lso 

to supply it themselves; to insist on output with the great- 
est merits, at the same time assisting in the pro‘uction of 
this output. 
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Are these opportunities being utilized? We offer an answer 
to some of the questions in today's issue [in the following 
articles]. 


Unequal Efforts--Questions for Competent Specialists at L. I. Brezhnev Eco- 
nomic Metallurgical Combine at Kremikovtsi--Spare Parts for Ferrous Metal- 
lurgy a Critical Problem 


The Kremikovtsi Combine is our largest metallurgical center and the most impor- 
tant consumer of machine-building output for metallurgy. It was logical to 
seek evidence of the extent to which the machine-building enterprises find 
Bulgarian destinations for their metal-producing and metalworking products. 


In fact, however, there is nothing special to reveal as regards investment 
machine-building equipment. Now, just as years ago, it still represents a 
comparatively small percentage. The portion provided by imports, primarily 
from the USSR, is considerably greater. Moreover, it is precisely this share 
that includes metallurgical machinery. Therefore, we shall take note only of 
the problems as they emerged in a brief conversation with Deputy Director Gen- 
eral Dimitur Mladenov. 


"At the present stage our machine-building industry is not providing for the 
needs of Bulgarian-made equipment. This is true first and foremost as regards 
product line. Often the catalogues include machinery and appurtenances that 
have not yet been started up or are in the startup process. In practice, or- 
ders are not accepted for these by the economic combines and enterprises in 
the machine-building sector. The next problem in order is that the target de- 
livery dates and quality level of Bulgarian-made equipment at present are a 
*thorn in the heel’ for the metallurgists. There are many cases of their be- 
ing duped (for example, with the equipment for the continuous pickling line 
--2, and for a 1700 hot-rolling mill, capital repair and renovation of which 
began only days later). 


“Another attention-riveting problem is considerably more critical. Not because 
it is unsolvable (on the contrary, there are possibilities for solving it), but 
because more and more it is coming to the fore. 


"The L. I. Brezhnev Economic Metallurgical Combine used to write with pride 
about its machinery and repair shop and other plants of similar character: 
machine building within the ferrous metallurgy industry. . . But that was a 
long time ago. Years have passed and today a more modest tone, with many 
critical notes, is suitable. For these resources by now are obsolete. And 
although the ‘lion's share’ of providing the spare parts for the repair activ- 
ity in our largest metallurgical combine still falls to them, it is time for 
others to assume their share in these important efforts." 


We talked with Engr Georgi Gerasimov, head of the machinery and repair direc- 
torate at the L. I. Brezhnev Economic Metallurgical Combine in Kremikovtsi. 


"All the plants by which the capital assets of our metallurgical combine are 
maintained are at the 1962-1965 level. A very small part of the machinery and 
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appurtenances are of the newer ‘generation.’ Neither the combine's repair 
facilities nor imports provide the necessary machined spare parts or metal 
structures of such a character. This year a shortage of over 2000 tons has 
emerged. We have sought the assistance of nearly 60 machine-building pro- 
ducer enterprises throughout the country. Unfortunately, however, their sup- 
port is not sufficient. In many cases our requests are not accepted. ‘%ften 
shipments are not made on time or are not provided at all. In such a status 
of ‘delinquent debtors’ to the L. I. Brezhnev Economic Metallurgical Combine 
are the heavy machine-building economic combines in Ruse and in Radomir, enter- 
prises in Velingrad, Pazardzhik and Lyubimets, the Georgi Dimitrov Shipbuild- 
ing Combine in Varna. . . We shan't list them for there are a lot. In some 
cases, however, a certain blame lies with us, too.” 


Information for the Reader 


A typical example is the Stoyan Popov Plant in Pazardzhik. Four orders with 
the impressive total weight of 4 tons have been placed with it. They have not 
been fulfilled. 


Again Engr Georgi Gerasimov reports: “Now is the time for considerable recon- 
struction and modernization at our combine. In the years ahead this process 
will expand. Forecasts of our needs are that by the end of 1988 we shall re- 
quire a total of about 8000 tons, and what is more special-purpose spare parts 
for ferrous metallurgy. They would have to be undertaken and provided by our 
machine-building enterprises since our combine's own facilities cannot real- 
istically provide them. But for the time being there are no guarantees of 
this." 


Soviet specialist Engr Eduard Novatskiy adds, “Our country's experience shows 
that the repair facilities of ferrous metallurgy are best not used for the 
purpose of self-sufficiency, for the provision of spare parts. Rather, every- 
thing that ferrous metallurgy needs, especially for major repairs, should be 
furnished in accordance with the state machine-building plan." 


Information for the Reader 


The capital assets of the L. I. Brezhnev Economic Metallurgical Combine at 
Kremikovtsi amount by now to an impressive total measurable in billions of 
leva. Annually hundreds of thousands of leva are allotted for their mainten- 
ance. Nevertheless, a problem involving the technical condition of the equip- 
ment still exists. And one of the main reasons (apart from everything else) 
is spare parts. 


Engr Georgi Gerasimov points out, “For the first time we forecast the delivery 
of spare parts in planned fashion. This has already been put into practice. 
Or, rather, the possibilities exist, they have only to be implemented better!" 


The reader may wonder: What is the effect of this problem that we are raising 
on the product quality of metallurgy. Let us point out the following: The 
level of the accident rate is rising. It is difficult to attain the necessary 
running time between repair jobs on metallurgical machinery. The quality of 
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repair work is ~ot up to the necessary mark. All this is reflected in the 
consumer properties of ferrous metals. 


Precisely Targeted Suggestions 


Who can render decisive assistance in providing the necessary spare parts and 
interchangeable equipment for ferrous metallurgy? There are altogether 11 
trusts, combines and plants, including the following: 


--the Heavy Machine-Building Economic Combine at Ruse; 

--the Heavy Machine-Building Economic Combine at Radomir; 

--the Chemical Machine-Building Economic Combine at Khaskovo; 

--the enterprises of the Hydraulics State Economic Trust at Kazanlux; 
--the Iron-Casting Combine at Ikhtiman, etc. 


Will they meet the expectations of the metallurgists? 
Nonferrous Metallurgy Corporation Affected 
Sofia RABOTNICHESKO DELO in Bulgarian 19 Nov 84 p 4 


[Article by "RD Expedition on Metal Quality"--materials prepared by Ivan 
Ivanov, Mara Georgieva, Grigor Lilov and Petur Gornenski: "More Hopes Than 


Results. . ."] 
[Text] Problems Solved Jointly 
Ups and Downs in Cooperation With Machine Building 


What are the machinery and equipment needs--needs of what we produce--of the 
enterprises in the Nonferrous Metallurgy Corporation? We raised these ques- 
tions with Engr Milko Popov, deputy chairman of the corporation. 


"Until recently the Bulgarian machine-building industry was not able to meet 
our needs of heavy investment equipment for our plants and mining and concen- 
tration combines (presses, rolling mills, convertors, boring equipment, pumps, 
large crushers, etc.). Possibilities of doing so have now been created with 
the building of the heavy machine-building combines in Radomir and Ruse. 


"We had several meetings vith representatives of these combines. We stated 
what we needed. From the Radomir Combine we should get about 20 million leva 
worth annually, from Ruse 2 million worth, and from the other machine-building 
enterprises in the country 7-8 million leva worth. We are confident that our 
orders will be fulfilled. This will unquestionably help us solve a number of 
problems. Hitherto in the event of the reconstruction, modernization and 
renovation of existing facilities we have usually had to resort to imports. 


"To be sure, there are also failures in our cooperation with the machine- 
builders. They have not fulfilled their 1984 obligations to the Georgi 
Damyanov Copper Concentration Combine in Srednogorie and the Osogovo Economic 
Mining and Concentration Combine in Kyustendil. This is creating difficulties 
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for the installation men. It is extremely necessary <hat the extended target . 
dates for the delivery of equipment be met so as to meet the startup target 
dates of these projects. 


"The problem fcr us is spare parts. I telieve that the State Planning Commit- 
tee should plan spare parts specifically sector by sector, at least in terms 
of cost. This would enable us to negotiate more precisely with the machine- 
building plants and count on our needs" being satisfied.” 


Copper-Producing Combine Affected 
Sofia RABOTNICHESKO DELO in Bulgarian 19 Nov 84 p 4 


[Article by "RD Expedition on Metal Quality"--materials prepared by Ivan 
Ivanov, Mara Georgieva, Grigor Lilov and Petur Gornenski: "We Must Estimete 
and Forecast in Time™] 


[Text] What are the machinery and equipment needs of the 
copper producer-metallurgists and how are they deing satis- 
fied? We addressed this question with a request for his 
opinion to Boris Petkov, deputy director for production 
matters of the Georgi Damyanov Copper-Producing Combine in 


Srednogorie. 


"The character of our production process is such that it uses primarily non- 
standard equipment. And to solve the combine's problems, i.e., to ensure 
normal production operation in the combine, it is of great importance above 
all to estimate and forecast in time the machinery and equipment needed for 

the next planning period. In our case this activity has been placed on a 
stable foundation. Every year we assess the condition of equipment and prepare 
orders for the necessary machinery from imports and from Bulgarian production. 
Thus, for example, our orders for next year date from 1983. Everything is 
done in accordance with planning procedure, within the limits of the funds pro- 
vided us by the superior organizations. The supplying of the combine in these 
cases is routine and there are no significant departures from the machinery and 
equipment ordered in advance. 


"Despite this, however, there are some--albeit rare--emergencies when unplanned 
procurements are immerative. Perhaps it would be advisable for some kinds of 
scarce equipment, machinery and appurtenances to have a certain operational re- 
serve outside the combine, in my personal opinion, for example, within the 
framework of the marketing and supply organizations. If, however, they were 
going to be with us, this would complicate our financial situation to a certain 
extent. 


"For the most part the combine's machinery and equipment needs are satisfied by 
enterprises that are part of our ministry since nonstandard metallurgical 
equipment is involved. Due to the specifics of our production process, the 
only one in the country, the machinery and equipment that we use are special- 
ized. Whenever they are the product of machine-building enterprises, they have 
to be ordered in turn at least 2 years in advance. As a general problem we can 





point to the combine's need for certain types of acid-resistant pumps and 
shut-off valves. A need arises in the event of their breaking down, due to the 
emergency situation. And exceptional difficulties are encountered in making a 
speedy response and in guaranteeing the production process. It would be ad- 
viscble to have an operational reserve of such spare parts and assemblies. 
And those which are difficult to procure should be put into production in our 
country. This would not only save foreign exchange, it would bring about 
greater security in production." 


Machine-Building ‘Short Circuits’ 
Sofia RABOTNICHESKO DELO in Bulgarian 19 Nov 84 p 4 


[Article by "RD Expedition on Metal Quality"--materials prepared by Ivan 
Ivanov, Mara Georgieva, Grigor Lilov and Petur Gornenski: “Are There ‘Short 
Circuits'?")] 


[Text] Machine building is the principal consumer of the products of metal- 
lurgy. It is the latter's constant and regular customer. But machine build- 
ing must and can also be the principal producer of equipment for metallurgy! 
As a sector, machine building is metallurgy's main supplier. 


Possibly. . . but what is the extent of this “possibility”? Hopes are placed 
first and foremost on the two heavy investment-equipment combines in Radomir 
and Ruse. They are in fact producing various products right now with which 
they “serve” metallurgy. 


For example, about 800 tons of continuous steel-casting equipment for the 
Lenin Economic Metallurgical Combine should be delivered this year according 
to the so-called allocation list. About 60 percent of the equipment for the 
new project at Osogovo has been assumed by the Ministry of Machine Building 
as general supplier of Tekhnoimport. For the L. I. Brezhnev Metallurgical 
Combine in Kremikovtsi work is under way on rollers, filters and various 
spare parts. Deliveries are also targeted this year for the construction 
project near Debelt (Burgas Okrug). But the schedules that were signed will 
not be met, nor will all the orders be filled. 


As a matter of fact, this is the fundamental problem--metallurgy asks, but 
machine building still cannot meet the needs. Capacities do not suffice. Al- 
though reliance is placed on the new combines, here for the most part the 
future tense is usable. 


The startup program of the Radomir Combine is lagging behind. Of the targeted 
180 million leva of construction and installation work, 121 million leva worth 
has been accomplished in the 10-month period, and out of 140 million leva for 
machinery and equipment 83.3 million leva has been taken down. The foundry 
actually is already in operation although it is not entirely complete in every 
detail; the forging and pressing shop has been put partly into operation. But 
next in the flow chart comes wing 7 and not a single machine has been installed 
in it. For these reasons one of the sorest questions for metallurgy--the ma- 
chining of rollers for rolling mills--has not been solved this year. 




















the Package Projects Directorate of the Ministry of Machine Building pointed 
t> the growth during th: 5-year period of output intended for the needs of 
retallurgy. It is an eloguert fact that from 7 percent in 1980 this output's 
thare of total production mus: reach 25-30 percent at the end of 1985! 


“But fcr the present we cannot meet the orders of metallurgy, except in the 

long term,” Engr Dimitur Boychev, a director in the ministry, explains. "“There- 
fore a working group from our ministry, the Ministry of Energy and Raw Mate- 
rial Resources,and Soviet specialists have spelled out the product list of 

spare parts for the period up to 1988. We also have joint programs for inter- 


changeable equipment and other appurtenances. 


“At first glance everything is in order. But is it actually so? One of the 
serious problems is that metallurgy's orders are tardy. For example, a 
4~-million-leva plan has been transmitted to the combine in Ruse. But up until 
mow there have been no orders from the Ferrous Metallurgy Corporation. There 
are difficulties in drawing up the machine-builders’ counterplan. This is 
only one example, but there are others too. Delay in orders is not the only 
thing; it is accompanied by tardy submittal of the necessary technical and 
structural documentation. 


"It's a paradox, but a fact of the investment process! The producer must ob- 
tain the documentation from the customer in order to produce the product. 

And it is always thus unless the producer is a general supplier. Possibly 
here lies the explanation of why machine-builders are still working inade- 
quately in creating new equipment for ferrous and nonferrous metallurgy. 


“The shortage of capacities springs also from another ‘short circuit.’ Metal- 
lurgy has its own machine-building facilities, which in the opinion of special- 
ists could be used more fully. This applies with special force to the produc- 
tion of many of the necessary spare parts. But thus far a considerable portion 
of these are made in the machine-building plants, in the new combines. And 
this ‘eats up’ present, as well as future production capacities! 


"A temporary solution, but in the opinion of specialists one that must no lon- 
ger continue here in the future. For the task of the combines is investment 
machine building--package projects for the needs of our country and for ex- 


port." 
Spare-Parts, Equipment Needs 
Sofia RABOTNICHESKO DELO in Bulgarian 19 Nov 84 p 4 
{Article by "RD Expedition of Metal Quality"--materials prepared by Ivan 
Ivanov, Mara Georgieva, Grigor Lilov and Petur Gornenski: "Scale of Growing 
Needs") 
[Text] Are Quality and Quantity of Spare Parts Satisfactory? 


Reconditioning of Parts and Assemblies by Modern Methods a 
Promising Activity 
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At this stage of our "RE Expedition on Metal Quality” an impression is gradu- 
ally being formed. The consumer properties of metallurgical output depend to 
a significant extent on the quality of the repair activity in the economic 
combines and enterprises of the sector producing it. And of decisive infiv 
ence on this in turn are the quality ad quantity of spare parts--a problez 
which is critical right now and will become no easier in the long term. We 
advanced this impression in a conversativm at the Ministry of Energy and Raw 
Material Resources. We shall not qualify the opinion expressed as an official 
and categorical viewpoint of the ministry since the questions are complex and 
multifaceted, and it is hardly likely that one, even a few specialists can en- 
tirely grasp, analywe and solve them. Moreover, what is needed here are con- 
stant efforts of ;roups and collectives from at least two sectors in the na- 
tional economy. And, we must emphasize, efforts which are stimulated by 
statesmanlike rather than departmental interest and which have for their 
guidance solely the party decisions on nationwide iutensificatior of the econ- 
omy on the basis of scientific and technical progress. 


We talked with Candidate of Technical Sciences Engr Ivan Kuklia, director for 
coordination and control of repair activity in the ministry. 


"Speaking most broadly, the trend as regards spare parts and interchangeable 
equipment in metallurgy, ferrous and nonferrous, is towards a growth of needs. 
Solely as an example, it can be pointed out that according to calculations the 
need for our own production of such parts and equipment will almost double by 
1990 over this year. The corresponding ministry program that has been formu- 
lated anticipates that the internal production of new spare parcs and the re- 
conditioning of used parts will increase. By employing modern advanced tech- 
nologies and developing new capacit’.es we are counting on a sharp rise in the 
proportion of reconditioned sparc parts, amounting to as much as 25-30 per- 
cent. Despite and regardless of the development of our own production, how- 
ever, in the long term our spare-part demands on the machine-building economic 
combines and enterprises will increase. 


“What will these demands be? 


"In the first place, the need for spare parts for equipment from the product 
list of the machine-building enterprises in our country will increase. I do 
not believe there is any necessity to explain why this is so. In addition, 
our needs for spare parts which can be produced in the heavy machine-building 
enterprises will increase. And thirdly, the needs for interchangeable equip- 
ment (above all, rollers), for which our machine-building industry is at the 
moment creating production capacities, will increase. 





"Several important facts must be borne in mind. It is known that the capital 
assets in our metallurgical industry were formed a decade and more ago. In 
many of the plants the equipment constituting these capital assets has al- 
ready been dropped from the product list. This holds true also especially 

for equipment and spare parts for hydraulic systems. Therefore, there is a 
real need for the machine-building sector to assume the designing (by its own 
specialized institutes), production and delivery of hydraulic stations and sys- 
tems and spare parts for then. 








"A promising activity is the reconditioning of parts, assemblies and hardware 
for metallurgy by electrochemical methods, by building up, lamination, etc. 


"To be sure, metallurgists have their responsibility on this score, too. For 
example, a serious question is the provision of blanks for spare parts, in- 
cluding the location and spacing of blanks. 


"The machine-builders and we have spelled out our needs, including those up to 
the end of the year. They will be met. There is, however, another, specific 
aspect. The economic organizations settle these questions among themselves by 
mutual agreement, with contracts entered into only in some cases. When non- 
performance occurs and a concession follows (transferring of certain quanti- 
ties to a later period), the fault is not always solely that of the machine- 
builders. These ‘protocol concessions’ should be avoided. 


“And in this regard, the right solution will be to set the quantities of spare 
“arts and interchangeable equipment that will be provided by the machine-build- 
ing enterprises as their state planned target in accordance with planning pro- 
cedure." 
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CZECHOSLOVAKIA 


LER PRESENTS 1985 BUDGET 
AU131456 Bratislava PRAVDA in Slovak 12 Dec 84 p 2 


{"From" the speech by Leopold Ler, CSSR minister of finance, on the draft 
state budget in the joint meeting of both chambers of the CSSR Federal As- 
sembly in Prague on 11 December] 


[Text] The decisive trend of economic and fiscal policy next year will con- 
tinue to be that of speeding up the intensification process, raising overall 
efficiency of capital replacement, ensuring internal and external economic 
balances and creating the essential economic prerequisites for maintaining 
and improving people's standard of living. 





In accordance with the targets of improving the system of planned management 
of the national economy as expressed in the "Main Trends of the Further 
Development of the Set of Measures," the fiscal and budget policy for next 
year provides for specific measures designed to actively respond to current 
problems of the economy. Adjustments concentrate predominantly on the key 
sectors of the economy--research and development, foreign trade, and capital 
investment. 


The adjustments are being carried out in such a way that the entire system 
of fiscal instruments should make a more effective contribution to solving 
economic problems. At the same time, they must ensure a proportionate and 
balanced fiscal and budget management and enhance cost efficiency in the 
production and nonproduction spheres. 


The draft state budget for 1985 has been drawn up to achieve overall balance 
as well as balance in all components of the budget system--that is, in the 
state budget of the Czechoslovak Federation, the state budgets of the 

Czech and Slovak Socialist Republics, and the budget of the national com- 
mittees. 


The aggregate volume of the state budgets next year will amount to Kcs340.4 
billion, which in comparative terms represents an increase of 4.2 percent 
over this year. 


Reverses from socialist organizations continue to represent the crucial part 
of the revenues of the state budgets. In 1985, they will account for more 
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than 86 percent of total revenue. On the other hand, we will spend 15.5 
percent of the budget's total expeuditures on financing the needs of in- 
dustrial organizations, which is less than was the case this year. This 
reflects the endeavor to gradually limit economically undesirable redistri- 
bution processes in the state budget. In 1985, this will be concretely mani- 
fested in the absolute decline of noninvestment subsidies. This has been 
made possible, among other things, by the adjustments in wholesale prices. 


The largest single item of statewide budget expenditures--almost 47 percent-—- 
consists of transfer for education, health care, social security, culture, 
and other services and provisions for the population. 


Further budget outlays are earmarked for investment and noninvestment ex- 
penditures of budget and contributory organizations and, last but not least, 
for financing research and development. 


The current international situation also calls for the implementation of essen- 
tial measures to strengthen the protection and security of our state, for 
which the state budget provides. 


The state budget of the Czechoslovak Federation constitutes the largest share 
in the total volume of budgets and fulfills an important integratory function 
in our budget system. 


Its revenues will amount to Kcsl190.8 billion. Of this sum, Kcs66.9 billion 
is earmarked for financing federally run agencies and organizations and 
Kes123.9 billion for purpose-bound and global subsidies to the two republics’ 
state budgets. 


The volume of the national committees’ budgets should amount to Kcs112.6 bil- 
lion next year. This represents a full one-third of the aggregate state 
budgets, which clearly shows the important role played by national committees 
in implementing the economic and social policy of our state. 


Industrial organizations are the place where the fulfillment of the targets 
of fiscal and budget policy will be determined. On their results, on their 
ability to work and manage, depends their final financial contribution to 
scoiety, which is expressed in terms of the balance of financial resources 
an needs. 


We anticipate that the final balance of the economic organizations’ remit- 
tances to, and subsidies from, the state budget will represent Kcs104.1 
billion next year, which isa 5.8 percent increase over this year. 


Of decisive importance for the creation of financial resources next year 
will be, above all, the fulfillment of the ambitious tasks in the reduction 
of costs and creation of profit. According to our plans, the profit of 
economic organizations will amount to Kcsl142.5 billion and will thus increase 
8.7 percent in comparative terms. An important role in the icrease of 
profits will be played primarily by the reduction of total costs, which will 
cover 81 percent of that increase. This presupposes a 0.9 percent decline in 
these costs in relative terms, 
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The highly demanding nature of these tasks is also borne out by the fact 
that the reduction of totalcosts should in effect yield Kcs9.9 billion, of 
which Kces9.5 billion should be ensured by a reduction in the cost of mater- 
ial. 


The planned mobilization tasks in the growth of profits must be assessed 
comprehensively, in connection with the results of foreign trade. The ex- 
change ratio in our foreign trade has been deteriorating for more than 10 
years. This limits the possibilities of the economy's further development 
and, as a result, also the possibilities of further growth in living stand- 
ards. Whereas the development of the prices of our exports of raw and basic 
materials corresponds to the dynamism of the rapid growth of world prices 
for this group of commodities, the development of the export prices of our 
finished products is lagging behind, compared with exporters from industrially 
advanced capitalist countries. The way to overcome these problems lies in 
more effective cooperation between, and closer integration of the joint 
interest of, production enterprises and foreign trade enterprises in in- 
creasing the effectiveness of exports. 


Experience convincingly shows that, in assessing the results achieved, the 
use of domestic yardsticks alone will not do. In many instances, this 
could be misleading and foster false self-satisfaction. The criteria of 
evaluation must be adapted to the requirements of intensification, which 
Means that in the future we will increasingly evaluate the performance of 
Organizations on the basis of a comparison of the technical-economic para- 
meters and prices of our products with the parameters achieved, and the 
prices fetched, by leading world producers. 


While in fiscal policy we put emphasis on a dynamic development of the cre- 
ation of financial resources, considerable attention must also be devoted to 
the turnover tax. Its volume will reach Kcs8.9 billion next year. 


The development of the turnover tax in the past few years cannot be regarded 
as satisfactory. It is not only the increase in the level of wholesale 
prices that has had an impact on this, but also shortcomings, in domestic 
trade supplies. That is why more effective methods will have to be sought 
to make the turnover tax play a more active role in influencing the volume 
and variety of supplies. 





Next year we will spend almost Kcs20 billion on financing research and de- 
velopment (only in the noninvestment sphere), which is a 7.7 percent in- 
crease over this year, Of this sum, the state budget accounts for Kcs8 
billion. 


The sums that we spend on the development of technology are comparable, in 
relative terms, with those allocated for this purpose by most advanced 
countries. It is thus not the volume of these resources which is the main 
problem, but their efficient utilization, our ability to concentrate the 
reousrces and capacities of the research and devleopment base on crucial 
tasks. Here, too, the principle of specialization and concentration of 
resources and capacities applies; here too, a far greater use than 








heretofore must be made of the international division of labor, especially 
within the framework of socialist economic integration. 


The exceptional importance of speeding up the development of science and 
technology, of making them more effective, and of enhancing their impact on 
the development of the economy as a whole requires an all-encompassing solu- 
tion. That is why measures in the area of planning, prices, economic in- 
centives, and financing have already been adopted, or are being prepared, 
measures for which an important impetus was provided by the Eighth CPCZ 
Central Committee session. 


We want to simplify, and make more flexible, the financing of the develop- 
ment of science and technology, from the stage of research and development 
up to the stage of implementation. 


We introduce the financing of research and development by means of an imle- 
mentor [realizator] as the decisive element in the innovation cycle; diffen- 
tiate the uses of capital for technological development by also permitting 
their use for purchases of foreign licenses, and expansion of resources for 
fin ancing research and development by allocations from profit and bank 
credits, including return on foreign exchange credits. We also permit that 
remainder of the funds of technological development be fully transferrable 
from one year to another, thereby enabling continuity in financing and the 
possibility of concentrating resources on large complex projects. Starting 
next year, it will be possible, under certain circumstances, to use nonin- 
vestment expenditures for research and development for imports of instru- 
ments machinery, and equipment that permit a lasting solution of task or 

the implementation of already resolved tasks. 


In the area of principles, we have already begun to implement measures in 
support of research and development by fixing the wholesale prices of re- 
search and development in accordance with the economic yield. In the area 
of electonics, robotics, and industrial manipulators, we are using two kinds 
of prices [higher for the producer and a lower one for the user], using 
subsidies from the state budget to provide an incentive for producers to 
manufacture new technology and for users to use it. 


In the area of individual economic incentives, it will be possible to 
accord marked preferential treatment to employees for |their role in] speed- 
ing up research and development and increasing its economic contribution. 
This concerms managers and employees engaged in solving, ensuring, and 
implementing tasks of research and devleopment, especially highly compe- 
tent and qualified creative workers. 


The fiscal plan for next year stipulates very demanding tasks in the manage- 
ment of inventories. In industry and the construction sector, inventories 
are to be reduced by Kcesl.4 billion and their turnover is to be accelerated 
by 2.8 days. This mobilizing task will be further tightened by the amount 
by which we fail to fulfill this year's plan, including the target task in 
reducing inventories. A great deal will depend on the active approach of 
organizations in the fulfillment of this task. 








One of the permanent tasks of our economic policy is to ensure a more effi- 
cient use of fixed assets, to raising the efficiency of investments and, in 
general, to improving the entire investment process. 


In 1985, a total of Kcesl02.4 billion will be spent on capital investment in 
State industrial organizations and Kcs29.7 billion from the state budget will 
be spent on investments in budget-supported and self-supporting [cultural 
and educational] organizations. No significant changes in the structure of 
resources used to finance industrial organizations’ investments will take 
place from the viewpoint of the proportion of resources of the enterprise 
sphere, the state budget, and investment credits. However, a change does 
occur within the enterprise resources, which is based on the fact that 

the write-offs by industrial and construction enterprises have been retained 
in full extent but their share for financing investment needs will increase 
from 45 percent in 1984 to almost 50 percent next year. This is a measure 
in support of the plan to direct a larger proportion of investments toward 
reconstrction and modernization, to raise their efficiency and speed up 

the return on invested capital. 


We regard the task of tightening management economy in all sectors as a 
still-relevant task of economic policy. What matters is not only a con- 
sistent implementation of the program of economy, which is yielding concrete 
results and contributing to shaping the necessary climate of economy; what 
also matters is an economical approach in all work, in all conduct and 
activity, which caunot very well be enjoined by “decree” but should arise 
from every employee's awareness, from his inner conviction that it is essen- 
tial to contribute one's share to the success of the common cause. 


At the same time, it is necessary to note, however, that not all agencies 
implement responsibly the measures of economy and conservation. Fiscal 
inspection agencies are uncovering indications of only token fulfillments. 
The financial system will demand from all agencies and organizations a con- 
sistent fulfillment of the program of economy for the entire quinquennium 
and will draw the necessary conclusions from detected shortcomings. 


The main target of economic policy as formulated by the 16th CPCZ Congress 
is to maintain and further improve the attained living standards of the 
population. 


The accelerated dynamism of economic development in the last 2 years, which 
is also expected by the plan for next year, establishes favorable conditions 
for the fulfillment of this task. This year, private consumption will have 
increased by 2 percent and next year 2.2 percent. The fact that we observe 
the principle that increases in Living standards are dependent on attained 
economic results and that we do not consume the essential, is among the 
positive aspects of the present development. 


Personal monetary income is to increase Kcsl15.3 billion next year, compared 
to this year, which is a 3.8 percent increase. Of this, income from wages 
will increase 2.5 percent. A 4 percent increase of personal expenditures 











is forecast; with purchases in the retail trade increasing 4.2 percent and 
outlays for services 3.3 percent. 


The safeguarding of these tasks will not be without problems. We are not 
concerned merely with a global satisfaction of needs in the area of domes- 
tic trade--which are, in general, well provided for--but, above all, with 
the structure. The demands of the population in this regard are steadily 
growing and we must ask that production and trade respect these facts and 
act accordingly. 


Transfers for educational services and cultural activities will increase 

2.4 percent next year on a comparable basis. Aside from this growth, addi- 
tional measures have been projected into the state budget, specifically, 

new measures increasing social assistance to families with children and ad- 
justments improving pension and health insurance approved by the Federal 
Assembly 1 month ago. The draft budget, furthermore, projects wage in- 
creases in some production and nonproduction areas. The [new] measures in 
the social security and wage sphere represent a total of almost Kces4.2 bil- 
lion in public benefits. It is, therefore, possible to say that the recently 
adopted price measures were not accomplished purely for fiscal justification. 


It is also worthy of attention, that in the very near future the national 
legislative bodies [the Czech and Slovak National Councils] will discuss an 
adjustment of notary and court fees that will mean a revenue reduction in 
the state budget by more than Kcs200 million. 


If the new measures in the social security and wages are included, noninvest- 
ment expenditures for services and public activities will increase 4.7 per- 
cent next year and will total Kcs159.3 billion. 


Social security transfers are to increase 6.3 percent and amount to Kcs88.7 
billion. The new social measures account for almost Kcs2.9 billion of the 
increment. Furthermore, the increment also reflects demographic developments, 
the growing wage levels and the state's constantly expanding care for the 
various social groups. 


Within the framework of these expenditures, outlays for pensions represent 
Kes53.7 billion. The number of pensions paid will exceed 4 million next year. 
The average old-age pension will increase from Kcsl1,305 this year to 

Kes1, 352. 


Of the total volume of expenditures for health insurance, Kces28.9 billion, 
child allowances will account for a large portion--Kces15.4 billion. 


Next year, Kces25.5 billion in transfers will be spent on education, which 
is 3.7 percent more than this year. This sum includes the Kces390 million 
earmarked for wage increases. The growth in expenditures is influenced, 
moreover, by the implementation of the new educational system, expansion of 
the school-in-the-country program [involving the sending of children from 
polluted industrial and mining areas to the countryside for a week], de- 
velopment of sports schools, and so forth. 











The differentiated approach to individual sectors of social consumption is 
strongly evident in health care. The importance of this sector, and the 
need to tackle the problems existing in it, are reflected in a 5.9 percent 
increase in the budget's expenditures for this sphere. The total volume 

of transfers for health care will represent Kcs24.7 billion. This includes 
wage increases of Kcs270 million. As heretofore, there will be a relatively 
rapid, 7 percent, growth of expenditures for medications and medical supplies. 
Of the new tasks included in the budget, we can mention expenditures for 
furnishing new medical facilities, improvements in health care for employees 
in mining and metallurgy, and increased expenditures for services. Prere- 
quisites are thus being created for the standard of health services to keep 
abreast of the other sectors of living standards and for implementation 

of progressive scientific findings, modern instruments and the latest 
therapies. 


Transfers for culture should total Kces4.1 billion next year. Prerequisites 
are thereby being created for this important area to fulfill its social 
tasks. 


The participation of the state in financing of housing construction and 

in the housing management continues to be high. Next year, total budget 
expenditures for housing construction, including contributions to coopera- 
tive and private housing construction, will be Kcs21.2 billion and compensa- 
tion payments to offset the losses of housing management enterprises wiil 
amount to Kcs5.5 billion. The state plan foresees the completion of 107,000 
apartments, which is almost 16,000 more than this year. Aside from this, an 
additional 7,000 quality apartments should be obtained through modernizing 
the housing administered by socialist organizations. On aggregate, a total 
of 492,000 apartments will be completed in the period of the Seventh 5-Year 
Plan, including the tasks for 1985. 


Next year, we will continue to use considerable funds from the state budget 
for needs having an important influence on people's living standards. Such 
as, for example, compensation payments of Kcs3.1 billion to offset losses in 
urban public transportation, and a number of additional price interventions-- 
with regard to the price of heat, diverse food products, and so forth. 


CSO: 2400/160 
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CZECHOSLOVAKIA 


THREE QUARTERS OF 1984 PLAN SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech No 43, 1984 p 2 


(Commentary by Engineer Vaclav Jezdik, Federal Statistical Office: "First 
Three Quarters of 1984") 


[Text] The trends that manifested themselves in the development of the nation- 
al economy during the first half of the year continued during the first through 
third quarters. The growth rates of the quantitative volume indicators in most 
branches are higher than what the federal plan anticipated. The plans for in- 
dustrial production and construction work were fulfilled overall, but the prob- 
lems in conjunction with the comprehensive and even fulfillment of the planned 
targets persisted. A number of enterprises fell short of their economic plans. 


The centrally administered economic organizations' specific cost of materials 
and total cost were more favorable than the plan had anticipated, but a rise 
in the level of the output's enhancement would require a further reductic of 
the production cost less purchased material cost. 


Industry's gross output increased by 3.9 percent during the first nine months. 
The number of workdays being the same as during the first nine months of 1983, 
the average daily output also increased at this rate. The size of the work 
force increased by 0.5 percent, and thus a substantial proportion of the addi- 
tional gross output resulted from a rise of labor productivity (its growth rate 
was 3.4 percent). 


The fastest growth rates of production were attained in the electrotechnical, 
general engineering, and pulp and paper industries. 


At 193 enterprises (or 22.5 percent of the total number) there were shortfalls 
in the volume of gross output planned for the first nine months The short- 
falls at these enterprises total 1.869 billion korunas. The enterprises of 

the Federal Ministry of Metallurgy and Heavy Engineering that failed to fulfill 
their planned gross output account for more than 23 percent of this volume. 


In comparison with the same period last year, total sales of the centrally ad- 
ministered industries rose during January through September of this year. In 
deliveries to every destination, a higher proportion of the annual plan has 
been fulfilled this year than last year. 
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Basic Indicators of National Economy's Development in September 198. 


Increases Over Comparable 1983 Period (in percent) 


Centrally Administered industries 
deliveries for: 
- investments, at wholesale prices 
- domestic trade 
at wholesale prices 
at retail prices 
- export to socialist countries 
at wholesale prices 
at f.o.b. prices 
- export to nonsocialist countries 
at wholesale prices 
at f.o.b. prices 
- other sales for productive consumption 
and operations, at wholesale prices 
volume of industrial production 
average number of employees 
labor productivity based on gross output 


Construction 

construction work performed with own personnel 
average number of employees 

labor productivity on construction's basic output 
housing units delivered by contracting enterprises 


Procurement 
Slaughter animals (including poultry) 
milk 


Retail Turnover 
main trade systems 


Foreign Trade2 

export to socialist countries 
export to nonsocialist countries 
import from socialist countries 
import from nonsocialist countries 


Personal Money Income 
of which income from wages 





Jan- Federal 
Sep Sep plan’ 


. 8.0 . 

e 3.1 ° 

. 3.4 ° 

° 6.0 ° 

° 8.3 ° 

7 6.6 . 

° 7.7 . 

° 2.3 ° 
=-1 3 3.9 2.5 
0.5 0.5 1.2 
=) 7 3.4 1.3 
-0.6 1.7 0.7 
0.9 0.3 0.9 
-1.5 1.4 -0.3 
-22.7 0.5 -4.9 
-3.6 4.9 -2.1 
3.1 3.8 -4.7 
-1.0 3.5 -3.9 


. 10.9 6.1 
. 1.9 1.3 
. 14.6 9.5 
. -4.9 9.0 
1.8 2.5 1.8 
1.5 2.5 1.2 


1. Adjusted federal plan approved by Government Decree No 120/84 (less the 
goal-oriented programs' effect); plan adjusted for actual 1963 results. 

2. Data are derived from the actual results and applied to the federal plan 
on the basis of the 1984 plan's methods (pursuant to Government Decree No 


268/ $3). 
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During the first nine montis of this year, fulfiilment of the deliveries for 
the domestic market at retail prices, 4 mandatory Largei of the federai pian, 


was 102.0 percent. Fuifiliment of these deliveries by deslinations was salis- 
factory on the whole. 


in deliveries for export, fulfillment of the annual plan is more favorable Lhan 
Guring the same period last year. However, certain problems persist in sales 
of industrial production. in particular, we have been unable to make deliver- 
ies for invest@ents gore even. Here, at a relatively sharp rise, fulfilloet 
of the annual pian is iow. 


Favorable fulfillment of the planned targets manifested iiself in the growth 
rate of industrial production and in the increases of deliveries by their in- 
dividual economic destinations. However, we have not been able to atlain Lhe 
output‘s planned enhancement in vaiue, seitier in the domestic sor in the for- 
eign market, which means that Czechoslovak producers are nol adjusting in due 
time to the markets’ tightening requirements in terms of appeal, assuriment, 
technological level and quality, or thal wilhin our present production Lhere 
stiil are reserves for reducing our production cost less purchased material 
cost, and for raising labor productivity. 


It can be established that the enterprises nave reduced their specific Wwtel 
cost and cost of materials by gure than whal the plan called for. They have 
exceeded by more than 1 percent their pianned targets for adjusted value added 
and are fulfilling their profit plan. in comparison with the first three years 
of the 7th Five-Year Pian, attention to economizing materiais is waning. This 
manifests itself in financial management--for example, in the reduced effect of 
matcrial savings on the rise of adjusted value added--and in overruns of Lhe 
planned consumption of materials, electricity and fuels. 


The national economy's supply with fuels and electricity was continuous, thanks 
primarily to the fulfillment of the plan for bituminous coal, and to the over- 
fulfillment of the plan for brown coal. The plan for generating electricity 
also was exceeded. Nearly 3.0 awiiiion metric lons of brown coal and 1.1 oil- 
lion Kilowatt-hours of electricity were produced in excess of the plan. 


However, the adequate supply of fueis and electricity should not diminish at- 
tention to their economization and efficient use. 


In construction, the volume of construction work performed with the own person- 
nel of the construction enterprises increased by |1./ percent during Uthe first 
nine months. The annual federal pian presupposes a growth rate of 0.7 percent. 
Fulfillment of the economic pians from the oexinning of the year through Lhe 
end of September has oeen 100.1 percent. The number of enterprises that fell 
short of fulfilling their January-September economic plans in terms of the vol- 
ume of construction work in place was 101 or 44.3 percent of Lheir total num 
ber. At an inorease of 0.3 percent in personnel, primarily the rise of iabor 
productivity (by 1.4 percent) accounted for the additional oulpul in construc- 
Lion. 


The probiems persisted in construction regarding the targels' comprehensive and 
even fulfill@ent, and the concentration of construction capacitics on projects 











designated as preferential projects in the federal plan. Uneven fulfillment 
of the targets for housing construction is continuing. Nearly 45 percent of 
the annual federal plan will have to be fulfilled in the fourth quarter of this 
year. In some krajs, and in the capital city of Prague in particular, the pro- 
portion left for the fourth quarter is even higher. 


The results of the construction enterprises’ financial sanagement are more fa- 
vorable than the economic plans anticipated. In the nine months, 

the plan of adjusted value added has been rulfilled 101.5 percent. Fulfillment 
of the targets for reducing the specific cost of materials and total cost, and 
for increasing profitability, is also more favorable. 


In agriculture, the third quarter was the harvest period. Although the weather 
Slowed down the progress in harvesting and autumn chores, it also had a favor- 
able effect on the harvests of the principal crops. 


According to the 15 September estimates, the total grain harvest--including 
corn--will reach roughly 12 gillion metric tons, which is gore than the 

plan calls for. There will be good harvests also of other crops such as pota- 
toes and beets, for example. The coincidence of harvesting operations creates 
a problems and sets greater requirements for efficient organization and the uti- 
lization of all mechanical equipment. 


The intensification of livestock production continued. Livestock yields rose, 
parallel with a reduction of the livestock populations. The higher average 
milk yield per cow and hence the increase in milk production, the higher aver- 
age lay per hen and hence the increase in egg production, and the increases in 
meat production were reflected in the overfulfillment of the schedule for the 
procurement of livestock products. The January-Septeamber procurement schedule 
was fulfilled 103.1 percent for slaughter animals, 104.8 percent for silk, and 
106.4 percent for eggs. In comparison with the same period last year, procure- 
ment increased by 169.5 million liters of milk (or 3.8 percent) and 77.4 mil- 
lion eggs (or 3.5 percent). These increases were reflected in the population's 
continuous supply. 


The national economy's development is accompanied by a decline of its transpor- 
tation intensity. The volume of freight hauled by public transport dropped by 
1.2 percent in January through September. Within this the volume of freight 
hauled by the CSD [Czechoslovak State Railways) and the inland navigation in- 
creased, respectively, by 1.6 and 9.4 percent, but the volume of freight hauled 
by the CSAD [Czechoslovak Motor Transport] was down 4 percent. The economic 
plan for freight transportation was fulfilled 98.9 percent, but the demand for 
freight transportation was supplied in spite of the shortfall. While the plan 
for freight transportation was fulfilled by the railroad and exceeded by inland 
navigation, its fulfillment fell short at the CSAD, due especially to the cur- 
tailment of trucking building materials. 


The gain trade systems’ retail turnover increased by 2.8 percent in January 
through September, and the economic plan was fulfilled 101.2 percent. The re 
tail turnover was influenced by higher personal expenditures that rose faster 
(by 3.2 percent) than personal incomes. On the other hand, the net increase 
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of personal savings deposits siowed dow. in comparison with iast year, Lue 
population's purchases increased at ali types of trade organizations, especidi~ 
ly at the Fruit and Vegetebie Stores (by 9.9 percent) and ceparteent store: (oy 
7.9 percent). The furniture Stwres are the only exception. Their retail wrn- 
over was down 1.6 percent end there was 4 shortiail in pian fulfiliment. 


From the development of the Galionai economy Guring the first cine gontns oi 
this year we gay conciude that the federal plan's largets wil: oe fulfilled and 
exceeded, in accordance wilh the conclusions of the CPCZ Cemtrai Committee's 
10th session that set goais for making this year's pian gore progressive. 


1014 
CSO: 2400/102 

















CZECHOSLOVAKIA 


POTAC LOOKS AT SEVENTH, EICHTH 5-YEAR PLANS 
Prague RUDE PRAVO in Czech 24 Oct 84 p 2 
/Speech by Svatopluk Potac/ 


/Text/ "The generally good results in the development of the national economy, 
andparticularly the successful fulfillment of the resolution of the 10th Plenum 
of the CPCZ Central Committee concerning more progressive fulfillment of the 
plan and establishing goals for qualitative indexes for the current year, have 
confirmed that our econmy has considerable reserves and the capacity to 
mobilize them by using the initiative of the workers," said Comrade Potac. 


Changing the economy over to intensive development will not occur, however, 
without problems or shortcomings. These continue to impede improved results 
in our social work. The utilization of our economic potential and working 
resources, the technical and economic level of a number of products, and the 
level of social productivity of labor all lag behind those of mature countries. 


Serious problems and shortcomings exist in the utilization of inventories. Over 
the long term inventories increase more rapidly than the growth of production or 
the national income. Losses are also high and are not being satisfactorily 
reduced. This in turn impoverishes the resources which could enhance final 
consumption by the population and the society. For these reasons the problem 
of the efficient utilization of inventories and reduction of losses in the 
national economy represents a significant economic reserve. These reserves 
must be conscientiously mobilized, so as to achieve generally better effects 

in the development of the economy and improved satisfaction of the needs of 
society. 


Those principally responsible for the development of inventories and supplying 
the national economy are the agencies wich directly manage production and 
commerce and organize services. In general, it can be said that inventories 

are managed both institutionally, where the duties and functions of the individual 
agencies and levels of management are delimited, and in terms of the material 
goals of economic policy. 


The long- and short-term goals of economic and social development have a basic 


influence on the development of inventories. For this reason the planning 
commissions must propose the basic outiines of the development of the national 
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economy and the possible and necessary resources in the real national income 
which can contribute to the growth of inventories, federal and state material 
reserves, so as to provide for optimum and effective development of inventories 
while meeting the goals of the state plan. The methods of planning and of 
establishing norms for inventories, the principles of managing inventories, and 
the quality of 260 material balances in the state plan must be adapted to this 
goal; it is these which influence the volume and makeup of inventories of the 
most important fuels, raw materials, and products. 


We must require that the economic ministries responsible for the overall develop- 
ment of inventories, for their efficient utilization within the scope of the 
economic activities of the organizations under their authority, sharply improve 
their attention to production and inventories and meet the needs of the national 
economy. The ministries must also improve the quality of the material balances 
of production and utilization of important items within their jurisdiction. 

They are directly responsible for the development and control of norms. In 

1983 there were almost 5,000 consumption norms under their control which are 
gradually being improved. The proportion of direct industrial consumption which 
is subject to norms varies between 70 and 90 percent. The quality, objectivity, 
and technical and economic accuracy of consumption norms and inventory norms 

are a basic condition for the quality of economic plans and an important tool 
for intraenterprise management, and have an important influence on the overall 
level and structure of inventories. 


Past experience and, particularly, the improvement last year and this year and 
the establishment of mobilization goals in the plans for next year make it 
possible to assume that the overall growth of inventories in the national economy 
will reach 47 billion korunas during the current 5-year plan, which is about 9 
billion korunas more than in the Seventh 5-Year Plan. The planned level of 
development of previous 5-year plans was never achieved. In the Sixth 5-Year 
Plan, with a lower economic base, inventories rose by almost 90 billion korunas. 
There was a certain positive change in the trend this year, when total inven- 
tories grew by one-quarter less than in 1982. This trend is still more 
pronounced this year. With a further acceleration in economic and social 
development there was a rise of 2.5 billion korunas in inventories in the first 
half of 1984, whereas the figure last year was 8.4 billion korunas 4nd the year 
before 9.1 billion korunas. In view of the considerable reserves in inventories, 
even these results are not entirely satisfactory. The latest classification of 
inventories shows that in the middle of the year more than 12 billion korunas 
were in unused inventories, of which 9.3 billion korunas were in industry and 
construction. The planned goals, including the goals of more progressive plan 
fulfillment, as adopted by the Czechoslovak Government, are thus realistic, 

and we absolutely must insist on their fulfillment. 


A basic problem remains the development of inventories in industry and con- 
struction, representing around 44 percent of all inventories in the national 
economy. During the Seventh 5-Year Plan inventories are to increase by 6.2 
percent. Planned levels are so far being exceeded, even though there has been 
some improvement in the development of inventories, which depends to a certain 
extent on restoring the rate of production. Real increases in inventories have 
substantially dropped in comparison with the Sixth 5-Year Plan. The turnover 
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time for inventories dropped by 1.8 days in 1981 and stagnated in 1982; last 
year it rose by 2 days and in the first half of 1984 by 3.5 days. 


Plan goals, however, are not being fully met. The plan for this year envisions 
reducing inventories in industry and construction by 0.4 billion korunas, 

whereby they increased by 0.5 billion korunas during the first half of the year. 
As one of its measures to promote more progressive fulfillment of plan goals 

for this year, the Czechoslovak Government, in the interest of positive mobili- 
zation of all reserves, set a goal of releasing 5 billion korunas in these 
branches. So far this goal is not being met: the enterprises, the VHJ's 
/economic production units/ and the ministries will have to do what is necessary. 





The development of inventories in agriculture is different in character: the 
majority of inventories are typically seasonal and depend basically on the 

level of plant production. Agriculture has about 30 percent of total inventories. 
The Seventh 5-Year Plan envisioned that inventories would rise by almost 15 
billion korunas, while the real level is expected to be substantially higher 
because of the higher level and greater intensity of agriucltural production. 


About 90 percent of the inventories in agriculture are agricultural (animals, 
seed, plants, fertilizers, fodders, etc.), and the rest is inventories necessary 
for planned fulfillment of agricultural production goals. These are mainly 

such things as fuels, spare parts, building materials, and inventories for 
associated and auxiliary production. These also, however, include a considerable 
proportion of unused inventories, equal to about 1.3 billion korunas; for this 
reason the agricultural organizations must devote more attention to the effi- 
cient use of inventories and learn to distinguish between those inventories 

whose increase is desirable and those which cannot be effectively utilized. 


The seasonal nature of plant production and associated animal production, and 
particularly of the food industry, requires that, in the interest of long-term 
stability in the development of agriculture and the entire national economy, 
the necessary inventories be created. These should include partiuclarly fodders 
and other agricultural products which would counteract the negative economic 
effects of poor harvests resulting from bad weather. This means the need for 
reconstruction and modernization of the capacities of the food industry in order 
to get more value out of agricultural products, and expanding the variety of 
foods. Also necessary is greater warehouse and cooling-plant capacity, for 
which the conditions now are favorable. The record harvest this year will make 
it possible to increase grain reserves. The agricultural installations bear 

a great responsibility for the rational use of fodders, for optimum conditions 
among the animals, and for effective development of animal production and main- 
taining equipment in operating condition. This is a basic requirement for 
intensifying agricultural production, increasing effectiveness, and achieving 
constantly better results in the spirit of the resolutions of the llth Plenum 
of the CPC’ Central Committee. 


Along with the more rapid development of the national economy, the situation 

in the internal market is improved, particularly in food products and a number 
of industrial products whose quality was previously unsatisfactory and highly 
variable. Supplies and inventories of food and industrial goods on the domestic 
market are directly associated with the quality with which the needs and demands 
of the population are met. 
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One might assu 2 that inventories in internal trade will increase during the 
Seventh 5-Year Plan by 5 billion korunas, which will increase their share in 
meeting the growth of purchasing power in the hands of the population for 
retail purchases. Even so, the basic problem remains: achieving a state which 
will assure a steady transition from overall harmony between the financial 
income of the population and the supply of goods to structural harmony in the 
variety of goods offered and a favorable regional distribution of supplies and 
inventories of food and industrial consumer goods. 


Work is now being completed on a proposed state plan for economic and social 
development for the last year of the Seventh 5-Year Plan. Its goals will stem 
from the previous generally favorable development of the national economy by 
continuing the growth of resources through intensification, increased efficiency, 
and further mobilization of reserves. The foundations have been laid for the 
utilization of reserves in inventories by carrying out the measures adopted. 


It is assumed that the growth in inventories in the coming year should not 
exceed 7.4 billion korunas. The plan goals will be based on the assumption 
that planned inventory levels will be maintained this year, even while main- 
taining the goals established for this year. This will assure that if the 
planned level is exceeded this year, even while maintaining the established 
goals, the planned change in inventories for the coming year will be retained. 
This is a demanding but necessary measure which will create the foundations for 
further utilization of reserves in inventories during the Eighth 5-Year Plan. 


The directives for working out the details of the Eighth 5-Year Plan by the 
ministries, VHJ's, and organizations charge the economy with demanding goals. 
based on the existence of objective possibilities for mobilizing reserves in 
inventories. This is because for a long time the planned goals in inventory 
development have been exceeded and their development is economically exczssive. 
An ever-greater volume of inventories is associated with each unit of national 
income. In the Fifth 5-Year Plan 68 korunas of inventories were required per 
100 korunas of national income created; in the Sixth 5~-Year Plan this figure 

was 71 korunas, and in 1983 it had reached 90 kournas. This is connected not 
only with a reduced rate of development, but also testifies to the enormous 
potential reserves which are accumulated in inventories. The existence of 
reserves in our inventories is confirmed by a crude comparison with the develop- 
ment of inventories in certain CEMA member states, which points to the unfavorable 
tendencies in the development of inventories in Czechoslovakia. 


For this reason the directives for the Eighth 5-Year Plan assume further 
mobilization of reserves and that the growth of inventories, roughly 29 billion 
korunas, will be substantially lower than the expected growth during the current 
5-year plan. They also assume that the industrial and construction enterprises 
will accelerate the turnover of their inventories by 10.1 days, which will mean 
a relative freeing up of inventories equal to about 27 billion korunas. In 

the Seventh 5-Year Plan it is expected that the turnover of inventories wil! 
accelerate by 4 or 5 days. 


The economy, the planning commissions, and the financial agencies now face 
several direct and urgent tasks: 
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1. To assureaccelerated realization of unused inventories classified during 
the current year and of inventories remaining from previous years and which, 
for instance, in industry and construction alone total more than { percent 
of total inventories; 


2. To fulfill this year's goal, which is to mobilize more than 5 billion 
korunas’ worth of inventories such that there will be a one-time drop in 
inventory levels equal to this amount and thus lead to a permanent freeing-up 
of some reserves and an improvement in the internal structure of inventories; 


3. To develop a much more thorough and responsible approach to assure the 
realization of the fourth stage in establishing precise norms for inventories, 

a process which is to be completed this year. The results should contribute 

to the optimization of inventories and to the achievement of harmony between 

the norms as a whole and the planned levels of normed inventories. More precise 
norms for inventories should lead to a reduction in their levels. The fixing 

of norms must be utilized to make more progressive the goal in development of 
inventories in the economic plans for 1985; 


4. To evaluate the effectiveness of the measures adopted by the Government of 
Czechoslovakia on the basis of Government Resolution No 74 of March 1984 and 
definite assure their realization. This must be done throughout management; 


5. To make more specific further measures for increasing the overall effective- 
ness of management of inventories inconnection with working out the adopted 
Program for Perfecting the System of Planned Management for the lighth 5-Year 
Plan. 


The most important thing in the area of planning is to improve the connection 
between the level of inventories and planned production and utilization and 

the creation of financial resources as well. It will be required that increases 
in inventories be covered primarily by local financial resources. This will 
influence the decisions made by organizations as to whether they will tie up 
their resources in rising inventories or use them for other purposes. 


There is no doubt that losses in a number of sectors of the national economy 
constitute considerable reserves which can be mobilized. These are, specifically. 
losses arising from inefficient utilization of raw materials and energy, 
unsatisfactory quality of products, insufficient utilization of production funds 
and work time, slowness in introducing the results of scientific and technical 
development, losses from accidents and fires, etc. There are also losses 
throughout agricultural production, from the failure to exploit all the soil 

to losses in harvesting, storing, processing and utilizing agricultural products. 


A number of measures have been introduced in recent years to reduce losses in 
the national economy. These are directed principally toward increasing the 
quality of products, lowering the reject rate, and reducing the financial 
penalties (fines, etc.) associated with material incentives. 


Similar measures are being prepared in other sectors as well. 


41 














First of all, it is expected that secondary raw materials will be widely used. 
This process will be pursued in the Eighth 5-Year Plan in the form of a state 
program of goals. 


Of course, losses in the national economy can never be completely eliminated. 
They will always exist objectively for a number of reasons. But we must create 
the conditions which will minimize losses resulting from subjective causes and 
absolutely eliminate losses arising from gross negligence. 


At the conclusion of his speech, Comrade Potac emphasized that efforts to 
increase effectiveness in the utilization of inventories and reducing losses 

in the national economy are an inseparable part of the overall process of 
intensification, increasing the effectiveness and quality of labor. Ee said: 
“The economic results achieved during this 5-year plan, particularly last year 
and this year, show that we are gradually making the necessary changes, particu- 
larly in the more rational utilization of raw materials and energy. In the 

face of quantitative limitations in these resources we are renewing the dynamics 
of economic and social development and strengthening economic equilibrium in 
basic areas. Systematically, and in a planned manner, we are reducing our debts 
in free currencies. The development of the economy is generally even, without 
serious disturbances of equilibrium. The key goal of the 16th Congress of the 
CPCZ, concerning maintaining and improving the living standards and social 
security of our people, will not only be met: even better results will be 
achieved." 


2641 
CSO: 2400/63 











CZECHOSLOVAKIA 


EXCESSIVE INVENTORIES, LOW TURNOVER RAPPED 
Prague RUDE PRAVO in Czech 26 Oct 84 p 5 


[Article by Jiri Adam, Federal Statistical Office: “Are There Spare Parts 
or Aren't There? Does it Make Sense to Have Inventories for 1, 2 and Mere 


Years?" ] 


[Text] As of 30 June of this year economic organi- 
zations of the electrotechnical, metallurgical and 
heavy engineering, and general engineering sectors, 
and both ministries of construction, reported that 
their warehouses contained Kcs 64 million of spare 
parts for private cars and delivery vehicles, Kcs 
407 million in spare parts for trucks and buses, and 
Kes 278 million in accessories for road vehicles. 
In addition, these warehouses contained 10,000 tires 
for passenger cars and delivery vehicles, 47,000 
tires for trucks and buses, and almost Kcs 10 
million worth of lead starter batteries, etc. This 
amounts to a total of more than Kcs 800 million in 
spare parts and accessories. 


All these components of working inventories are characterized by longer than 
normal turnover time. Based on normal daily consumption these inventories 
represent a 194-day supply of spare parts for trucks and buses, a 184-day 
supply ot accessories for on-the-road vehicles, and a 173-day supply of 
spare parts for passenger cars and delivery vehicles. 


Passenger Car and Delivery Vechicle Parts 


The spare parts turnover time has accelerated somewhat since last year. The 
general engineering sector has fully one-fourth of these inventories with 

a turnover time of 82 days. If one excludes, however, the inventories of 
the Czechoslovak Automotive Plants economic production unit [VHJ] (60 
percent of the total), then the turnover time for the remainder increases 
drastically, to 225 days. The longest turnover times belong to the Aero 
Praha VHJ (643 days), the Agrozet VHJ (445 days), the Martin Heavy Machinery 
Plants (365 days) and the Brno General Engineering Plants (297 days). 
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Inventory turnover time in the metallurgy and heavy engineering sector is 

327 days, with only Skoda Plzen, Chepos Brno, and Sigma Olomouc having shorter 
turnover times. On the other hand, the Prague plants of Ceskomoravska Kolben- 
Danek have a turnover time of 702 days, Bratislava RDMZ 408 days and 
Vitkovice 381 days. 


Inventory turnover time in the electrotechnical industry is 406 days, with 
the longest turnover times at Prague Tesla (654 days), Roznov Tesla (605 
days) and Prague Automated and Computer Technology Plants [ZAVT] (479 days). 


The turnover time for these inventuries in the Czech construction sector is 
249 days and in the Slovak construction sector 247 days. For the 
Czechoslovak Ceramic Plants the figure is 717 days, for the Czechoslovak 
Brick Works 704 days, for the Cement and Lime Works 517 days, for Brno 
Industrial Construction 396 days, for the Trencin Cement and Lime Works 
879 days, and for Bratislava Prefabrikacia 310 days. 


Truck and Bus Parts 


Spare parts inventory turnover has increased in comparison with last year. 
More than 70 percent of these inventories are in construction sectors, with 
the turnover time in the Czech sector 247 days, and in the Slovak sector 
222 days. The longest turnover times are at the Prague Cement and Lime 
Works (647 days), the Brno Czechoslovak Brick Works (544 days), Prague 
Construction Machinery and Light Prefabrication (523 days), the Trencin 
Cement and Lime Works (879 days) and Bratislava Prefabrikacia (310 days). 


In general engineering the average turnover time for these inventories is 
95 days. Only the Engineering Machinery Plants VHJ have a shorter turnover 
time, while the Brno General Engineering Plants (1,128 days), Aero Praha 
(583 days), Martin Heavy Engineering Plants (457 days), Brno Agrozet 

(432 days), and Liberec Elitex (361 days) all have longer turnover times. 


In the metallurgy and heaving engineering sector the turnover time is 245 
days, with only Plzen Skoda having a shorter average turnover. The 
following organizations have longer turn over times: Prague Kovohute (696 
days), Milevsko Czechoslovak Air Technology Plants (603 days), Prague 
Ferrous Metallurgy (536 days), Bratislava RDMZ (476 days), Prague 
Ceskomoravska Kolben-Danek (374 days), and Brno Chepos (354 days). 


In the electrotechnical sector the average turnover time for these items is 
355 days, with longer than average times recorded by Prague ZAVT (354 days), 
Prague High Voltage Electrical Engineering Plants (419 days), and Bratislava 
Tesla (347 days). 


Road Vehicle Accessories 


Inventory turnover times for these items have lengthened since last year. 
In the general engineering sector they average 75 days, with the 
Czechoslovak Automboile Plants recording an average of 46 days. The turnover 








period in all other VHJ's is substantially greater: at the Elitex VHJ it is 
503 days, at Aero Praha 371 days, and at the Brno General Engineering Plants 
322 days. 


The situation in the remaining monitored sectors is basically identical to 
that for automboile spare parts, with the highest turnover period being in 
the metallurgy and heavy engineering sector (266 days) and in Czechoslovak 
construction sector (218 days). 


Spare parts for automotive vehicles and accessories for road vehicles 
represent, along with spare parts for machinery and equipment, a unique 
category of material inventories (with the exception of the Prague 
Czechoslovak Automobile Plants VHJ). The question arises of why the turnover 
time for this group of goods is at least twice as long than the average turn- 
over for other types of inventories. There are certainly a great number 

of reasons, some related to the suppliers and some to the users. 


Why? 


Excessive spare parts inventories often come about during the installation 
of new equipment as a result of the so-called initial spare parts supply 
(for several years of operation). Other causes are the many types of 
vehicles in the fleets of production organizations, etc. 


There are also, however, subjective reasons. On the part of suppliers these 
include incomplete product mixes of delivered spare parts and the refusal 

to consider small production runs of certain spare parts. Customers are at 
fault when they cover themselves by placing orders for spare parts too far 
in advance. Other reasons include lack of knowledge of actual requirements, 
poor recordkeeping in spare parts departments, a low level of centralization 
of inventories and insufficient economic incentives for inventory turnover. 
The result is that in some Locations there are too few spare parts, in 
others an excessive supply. In some warehouses there are excessive 
inventories of parts which another organization is looking for in vain. 


So, there are spare parts, but... 
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CZECHOSLOVAKIA 


INVENTORY REDUCTIONS URGED 
Prague RUDE PRAVO in Czech 16 Nov 84 p 1 
[Editorial: “Inventories? Yes, But Only Useful Ones") 


[Text] Inventories are an essential requisite for the proper functioning of 
any economic mechanism. One can even argue that their level directly 
influences the capability of all economies. It follows, therefore, that an 
optimum inventory accumulation is a precondition for an optimum performance 
by the economy. Variations either way--a shortage of inventories as well 

as a surplus--inhibit the functioning of the economic mechanism, reduce its 
effectiveness and cause distortions. 


Inventory accumulation is of such signifiance and importance that it is 
being regularly monitored and evaluated. This was confirmed during the 
course of the latest session of the Chamber of the People, where inventories 
were the main topic of the proceedings. The problems of inventories, as 
Comrade Svatopluk Potac, deputy prime minister of the CSSR, stated at that 
meeting, have to be considered in conjunction with the progress and problems 
of economic and social development, the effectiveness of economic policy 

and the system of management. 


During recent years our economy has been plagued by an excessive volume af, 
inventories and a worsening of their structure. Even though we have succeeded 
in slowing down their rate of increase and in freeing some of the reserves 
that were tied up in them, their growth still dows not correspond to optimum 
requirements. The fact that sizeable resources needlessly lie dormant for 
long periods of time in excess inventories is yet another unpleasant conse- 
quence, which has to be resolved not only by acceptable and effective ways 
of utilizing them, but above all by eliminating the causes which lead to 
such a situation. However, there is often nothing to do but resort to the 
physical liquidation of useless inventories, which obviously is not a satis- 
factory method of solving the problem. 


To begin with, one has to look at the reasons why inventories are being 
accumulated beyond a necessary level. It is a paradox that often happens 
because of a narrowly understood responsibility by industrial managers for 
having enterprises fulfill their planned assignments. In their role as buyers 
they make certain of the continuity and uniformity of the manufacturing 
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process by ordering more raw materials, supplies and components than are 
necessary. In their role as suppliers they protect themselves by long 
delivery times in order to be certain of meeting their commitments. 


An indicator of the adequacy of inventories is their turnover time, in other 
words, how many days accumulated inventories will last in an average daily 
consumption. There are enterprises and even whole economic units where the 
turnover time of certain kinds of inventories fluctuates between 2 and 3 months. 
That is a very favorable indicator for those manufacturing sectors. But on 

the other hand, there are enterprises where the turnover time of inventories 

of the very same products reaches as much as 3 or 4 years. Will such inventor- 
ies be used at all? Will they not be cast by innovations into the category 

of unusable inventories, which will have to be sold way below cost or 

destroyed as unsaleable? And who will pay for those losses? At first glance, 
the enterprise which so mindlessly accumulated them, but in reality all of 
society will pay. 


The correlation between the amount of inventories and resources invested in 
them and the effectiveness of any undertaking is fairly obvious. But there 
are also other corollaries that determine the extent of that effectiveness. 
It is above all the correlation between inventories and the innovative 
process. Accumulated inventories of materials or components lead many a 
manufacturer to postpone the introduction of improved designs, because 
materials and parts would be rendered to a certain extent unusable. And 

so, out of a feeling of responsibility es good managers, they take their time 
in introducing innovative designs. But is such a feeling on the part of 

good managers real? Is it not actually a manifestation of irresponsibility 
toward society? Delay in improvements is reflected directly in the capability 
of buyers to improve or bring more interesting offers to the marketplace, 
This, too, is among the reasons for the obsolescence of certain kinds of 
products, dissatisfaction on the part of the consumers, and lesser effective- 
ness of external economic relations. It all adds up to a more restricted 
production of resources which society needs for further development of the 
national economy as well as for satisfying its needs, in particular for con- 
solidating its standard of living and social security. 


The criticism is often voiced that many of our enterprises do not have 

enough flexibility to accommodate or react quickly enough to new requirements 
of domestic and foreign trade, that they are not organizations capable of real 
entrepreneurship, but merely instruments performing tasks without their own 
creative input. They think that by fulfilling the assigned tasks they do all 
they need to for society, and instead of a self-critical analysis as to 
whether the planned profit could have been achieved while better satisfying 
the needs of society, they unnecessarily expend energy on rationalizing why it 
could not have been done otherwise and especially not in a better way. But is 
it really impossible to replace delivery times of 1 and 1/2 to 3 years’ dura- 
tion by shorter terms? Such disproportionately long terms, after all, tend 

to preserve outdated technology and are a barrier to the application of the 
latest technological developments. Is it then at all possible to consider 
such a leisurely pace of introducing new production methods to be effective? 
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And what has that got to do with inventories’? Orders for products are 
placed years in advance, without knowledge of whether in the end they will 
accumulate in unusable inventories or whether just such inventories will 
contribute further to the obsolescence and poor efficacy of production, 
operation, capital investment process, etc. 


Inventories play a special role in agriculture. For some of them the same 
holds true as for inventories in the manufacturing and construction indust- 
ries--it is necessary to maintain them at a level commensurate with the opera- 
tion, not to hoard for the unexpected. But on the other hand, there are 
inventories of which agriculture will never have a surplus, such as, above 

all, quality feed. At the llth Plenum of the CPCZ Central Committee it was 
emphasized that it is desirable to create 10-20 percent inventories of quality 
bulk feed. The more that is available, the more dependable and continuous 

will be the supply of foodstuffs of livestock production to the market in 

the eventuality of climatically unfavorable years. 


Inventories for domestic trade have their own specifics as well, particularly 
of those kinds of merchandise that reflect rapid technological developments 
and those influenced by changes in fashion. In both these cases the turnover 
time of such inventories ought to be as brief as possible, but in reality 

the exact opposite is true. That leads to a situation in which stores are 
filled to the rafters with goods but those who come to buy leave unsatisifed. 
The reason is not only a bad estimate of future demand by the stores, but 
also the low expectations they have of the supplier manufacturing enterprises, 
And they make their offers with an eye on their not always well-chosen 
inventories. The mistakes of one prede*ermine and often limit the actions 

of others. 


Once a year a sale of unused inventories is organized and once every few years 
there is a one-time liquidation of unneeded inventories (for example, one 

was held this past May). These are profitable undertakings, since during 
these sales such inventories change hands always to the tune of several 
hundred million korunas. But that is making virtue out of necessity, which 
mostly shows how badly the procurement of inventories has been estimated 

and planned. Furthermore, at the end of every year and immediately at 

the beginning of the following year, a further “moving” of inventories takes 
place, but only on paper, in order to forestall problems with their reimburse- 
ment. These machinations, sometimes bordering on the illegal, are a blot on 
the management of some enterprises as well, and must be exemplarily prosecuted, 


This year, within the framework of accepted target assignments following the 
10th CPCZ Central Committee Plenum, it was also decided to lower inventories 
for the current year by 5 billion korunas. Considering the past experiences 
we have had with realizing such target assignments, it will be necessary 
really to make an extra effort during these last 2 months in order to achieve 
an actual reduction of that amount. 


It is unconditionally imperative to strive for order in inventory accumulation 
by every means--better planning, objectivization of inventory norms, better 
understanding of market developments, greater responsibility and discipline. 











This is in the interest of a quicker intensification of the national economy 
and the improvement of its efficacy. New, more progressive factors even in 
this area will bring about further improvement in the system of planned 
management of the national economy after 1985. Optimization of the accumu- 
lation and structure of inventories will be stimulated in a considerably 
more goal-oriented manner than has been the case until now also in the 
sphere of material self-interest. 
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CZECHOSLOVAKIA 


HOFFMAN VIEWS WEAK SPOTS, FUTURE OF ACRICULTURE 
Prague HOSPODARSKE NOVINY in Czech 5 Oct 84 pp |,7 


[Article by Zdenek Hoffman, CPCZ Central Committee department deputy 
director: “The llth CPCZ Central Committee Plenum: For the Further 
Rationalization of Nutrition and Increasing Self-Sufficiency in Food 
Production" |] 


[Excerpt] Weak Points 


During the remainder of the Seventh 5-Year Plan it will be necessary to 
focus our efforts in agriculture, in accordance with adopted objectives, 
on the dynamic development of plant production. In the first place this 
means, despite the excellent harvests of the past 2 years, that everything 
in our power must be done to meet the targets for total grain production 
for the entire 5-year plan. This will require that we exceed the planned 
harvest targets for next year as well. If we are to achieve this goal then 
those enterpris«s which will be responsible for meeting it cannot allow 
themselves to rest on their laurels, but must immediately begin to gear 
themselves up to exceed their targets once again. The relatively positive 
results of recent years in the growing of grain and legume crops must also 
be maintained. The top priority in the production of bulk fodders, based 
on the experience of this year, must be to increase their overall quality. 
This goal will have to form the basis for decisions concerning the 
structure of fodder crops in 1985. 


It is of utmost importance, furthermore, that radical steps be taken with 
regard to the production of root crops. In particular, most of the 
agricultural enterprises that produce sugar beets will have fellen far short 
of their targets for the current 5-year plan after this year's harves’. 
They must take steps to assure that all along the Line, from the preparation 
of seeds to a reduction in harvest losses, everything possible be done to 
substantially improve performance. They must return to the Jampolsko- 
Prostejov movement and fully implement its principles. Economic propaganda 
Must contribute to this, especially through the mass media. This 
propaganda has slacked off in the past 2 years. No mention need be made 

of the fact that a major source of improvement in this area is the reduction 
in harvest losses, which continue to be excessively high. The plenum took 











account of the fact that some agricultural enterprises, in conjunction with 
the sugar processing industry and the Agrozet economic production unit 
[VHJ}, took some steps this year to modify what have so far been poorly 
designed harvesting machines. These programs will have to be expanded to 
a broader range of agricultural enterprises before next year's harvest. 
Morecver, no one can be allowed to forget that the objective of growing 
sugar beets is the production of sugar. Even though our agriculture does 
not have the best biological material available to it, this should not be 
used as justification for low sugar content in the beets, nor should it 
take the blame for shortcomings in technical discipline during the growing 
process, especially in fertilization, or for unnecessary losses of sugar 
content because of poor warehousing practices. 


The quality issue is also foremost in the potato industry. We cannot be 
satisfied with the fact that there are fewer customer complaints about quality 
this past year. We must be resolute in doing something about what is in fact 
an ongoing problem. Particular attention must be paid to the storage, 
handling and use of potatoes, where the greatest losses occur. Efforts must 
be made before the end of this 5-year plan to improve market supplies of 
fruit and vegetables. In terms of adequate nutrition, this has long been 

one of the weak points in the entire market structure. This sector has 

been plagued not only by production problems but also by inefficiencies in 
the use and processing of its production. We cannot be satisfied this 

year because the harvest was below normal. We must stop postponing, and 
actually adopt truly fundamental and effective mzasures to make procurement 
and handling of fruits and vegetables more flexible, to improve storage 
techniques and to shorten the time in transit from the producer so the 
consumer can obtain quality products. Agriculture can continue to support 
this effort by proceeding with its program of locating oroduction and 
distribution facilities so that specific krajs become self-sufficient in 

some of the more easily grown vegetables. 


The current favorable developmental trends in livestock production must be 
maintained. Still greater emphasis should be placed on intensif ication-- 
managing the volume of production to correspond to the plan for production 
and procurement of livestock products. Efforts should be continued to 
optimize the allocation of fodder, especially concentrated fodders, and to 
reduce their consumption per unit of production. The performance of the 
best managed enterprises indicates that the potential to achieve these 
objectives exists. For instance, even though the national average for swine 
is 3.57 kilograms of fodder mixture per kilogram of weight gain, there are 
enterprises that use less than 3.20 kilograms per kilogram of weight gain. 
Even with this year's large harvest, the high inventories of fodder cannot 
be used for the production in excess of the plan of any type of livestock 
product, including meat. Agricultural enterprises must be aware that 
excessive overproduction creates problems with processing and storage as 
well as affecting their own operations by disrupting the smooth procurement 
of slaughter animals, with some then being fattened to higher slaughter 
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weights, thereby necessitating higher fodder consumption. The excellent 
harvests of this year must rather be used to build up reserves to compensate 
for fluctuations in future harvests, thereby guaranteeing a stable level of 
livestock production. 


Efforts to eliminate unjustified differences in the level of plant and 
livestock production among individual enterprises must be one of the main 
ways to mobilize underutilized agricultural production capacity, based on 
the resolutions of this plenum. This includes the optimal utilization of 
natural conditions at all united agricultural cooperatives |JZD] and state 
farms, not just in some of them, as well as utilizing with the same 
efficiency existing equipment resour::es and implementing research and 
development findings. The latter has been shown by comparative analyses 

to be a particularly important cause of differing economic and production 
performances. This is related to the resolution of the problem of agricult- 
ural enterprises tliat are lagging behind national norms. Several basic 

steps were taken by tne Fourtn CPCZ Central Committee Plenum to increase 

the sophistication of the management of these enterprises. Intensification 
programs were developed for all of them. which included providing them with 
better equipment and additional financial resources. The results of these 
steps have been evident only partially, however, and only in a portion of 
these enterprises. Managerial organs, and especially agricultural 
administrations, must therefore increase all aspects of their assistance 

to these firms, with particular attention to improving their work force. 

It is also necessary to improve the quality of internal enterprise planning 
and management, improve the implementation of internal enterprise khozraschet 
and to institute more effective compensation systems in these organizations. 


Emphasis on Economic Results 


Greater attention should be paid to the development and management of state 
farms and other state agricultural organizations engaged in soil management. 
The past 2 years have, in fact, seen an improvement in their pertormance 
both in terms of production and management efficiency. . sis has been due 

in part to a strengthening of their financial resources from the state 
budget in connection with the introduction of improved management systems. 
All of them, however, still have underutilized internal potential. It is 
therefore important that okres and kraj agricultural administrations in 
particular increase their demands on these enterprises, which manage about 


30 percent of all our agricultural land. The objective must be to assist 
them in obtaining the same return on production inputs as the JZD. Eltorts 
must be focused particularly on state farms operatings in diftlicult natural 
conditions, in outlying areas, and near industrial agglommerations. 
Priority must be given to the development of conditions to stabilize the 
work force by making use of all the possibilities otfered to resolve this 


problem in measures recently adotped by state organs. 


The positive development of production is also retlected in the economi: 
performance of agriculture. The output of agricultural enterprises 
especially in the past 2 years, with excellent results expected this year 











as well, represents quite a substantial increase over the averages for 

the Sixth 5-Year Plan, meeting increased profits for agricultural enterprises, 
improved cash flow, and strengthened accumulation funds. This has been 

in part the result of an improved management system for agriculture and the 
additional public resources that have been allocated to support this growth. 
Considerable developmental potential still remains, as indicated by ongoing 
great differences in the profitability of agricultural enterprises. Roughly 
one-fifth of all JZD's and one-third of all state farms have profit margins 
of less than 5 percent. This implies that no less attention can be devoted 
to efficiency issues than to issues of increasing production. This applies 
both to agricultural enterprises and to managerial organs at all levels. 

It is a good sign that these problems will be the subject of discussions at 
the 10th JZD Congress. Then it will be a matter of seeing to it that the 
suggestions that came out of these talks be implemented so that efficiency 
can be the concern not only of senior managers and foremen at cooperatives 
and state farms, but also of individual work collectives. 





The food industry also plays an important role in assuring our nutritional 
requirements and gradually increasing our self-sufficiency in food 
production. This is another sector in which we have made substantial 
progress since the Ninth CPCZ Congress. Today's for the most part modern 
facilities constructed to replace the previous small operations of a 
primarily cottage industry character are on the whole successfully fulfilling 
their role of processing agricultural raw materials into quality foods and 
satisfying the demand for these products. In the past 3 years the food 
industry has basically fulfilled the overall targets assigned it by the 
Seventh 5-Year Plan. The results of the first 9 months of this year indicate 
that with some minor exceptions the plan for this year will be fulfilled 

as well. The excellent work of the employees of our food industry is 

evident in the situation on our food market, which is on the whole very 

well supplied despite some fluctuations in consumer demand. The food workers 
now face the task of better meeting demand for a wider mix of products, as 
well as the necessary amounts of them. Although much has been done in this 
regard, not all consumer demands have been satisfied. This is true especially 
for groups of citizens with special dietary needs, such as diabetics, 
children, and infants. 


Guidelines for Preparing Eighth 5-Year Plan 


In addition to the tasks which face the food and agricultural sectors in the 
near future, the 1]lth CPCZ Central Committee Plenum aiso discussed the 
future prospects for these sectors. As a guideline for the preparation of 
the Eighth 5-Year Plan the plenum discussed and approved a Long-Range Program 
for the Development of Agriculture and Other Sectors Concerned With 
Nutrition. This document is significant not only because it outlines very 
specifically future directions in the development of food production, but 
also because it approaches this problem for the first time from all possible 
angles. This means that in addition to the tasks for the agrofood complex 
and the specific strategies for meeting these objectives, the document also 
formulates the resultant tasks for other national economic sectors--above 











all the machine building and chemical sectors--and outlines the necessary 
development for each of their constituent branches. It may be said, 
therefore, that this is a program for the entire agrofood complex. 


As Comrade Frantisek Pitra stated in his report to the Presidium, this 
program pursues two fundamental objectives: to assure an adequate level 

of nutrition for our citizens as an important part of their standard of 
living, and to further increase our level of self-sufficiency in those 
agricultural products which can be produced with reasonable public 
expenditures, given our climatic and soil conditions. The program aims 

at providing both quantitative and qualitative consumption of food that 
correspond to scientific findings concerning nutrition. It aims at 
assuring the availability of recommended amounts of both individual food- 
stuffs and overall dietary intake, with increases planned in the consumption 
of meat, milk and milk products from among the basic foods. It places 

great emphasis on increasing the consumption of fruit and vegetables, and 
on the reduced consumption of flour and flour products, sugars and fats, 

all of which we currently consume in greater than optimal amounts 

health standpoint. The issue of self-sufficiency is to be resolved primarily 
at the level of agricultural production. In this regard it also concerns 
the exports of our traditional commodities such as sugar, beer, malt, hops, 
which we should gradually be able to compensate for by necessary imports 

of foods and agricultural raw materials. 


The assurance of self-sufficiency given the fluctuations in harvests which 
are a fact of life in our climatic zone means that the conditions must be 
developed for maintaining a stable level of food production even in less 
favorable years. For this reason the program raises the issue of the 
creation of reserves. For agriculture this is primarily a matter of reserves 
of fodder, both concentrated and bulk, and for the food industry of 

supplies of quality baking flour, malted barley, plant oils, etc. 


The program specifies that top priority be given to the intensification of 
plant production, as a basis for overall food production. All such measures 
must begin with the soil, as was discussed in detail at the Fourth CPCZ 
Central Committee Plenum. In addition to conserving the soil stock, 
fertilization programs must also be instituted. Investment projects must 

be continued, not only the building of irrigation systems, but also those 
related to the preparation for cultivation of heavy and sand soils, liming 
programs and programs aimed at controlling erosion. Objectives related to 
the grain and protein programs are not new to this program, either. Grain 
production is projected to increase beyond even the favorable results 
achieved in the current 5-year plan. The main objective of the protein 
program is to increase legume production, and to use the increased production 
to increase the legume content of fodder. Increased production of oil 
plants is to contribute to this, with a resultant increase in its byproduct, 
Oilcake. The intensification of bulk fodder crop production will also 
increase. A fundamental measure in this regard will be a change in the 
types of fodder crops sown, a reduction in harvest and storage losses and 











improved preservation techniques. The production of sugar beets will be 
an exceptionally difficult task. Plans are being made for both an increase 
in per hectare yield and in sugar content so that 5 tons of refined sugar 
can be produced per hectare. Quality will continue to be the main concern 
of potato producers. It is also anticipated that with the building of new 
storage facilities and the planting of improved strains of potato the 
current excessive storage losses will be reduced. In conjunction with 
nutritional objectives and, particularly, the provision of vitamins which 
are currently in short supply, there will be a further increase in fruit 
and vegetable production, along with a gradual improvement in the number 
of available varieties, depending on market demand. 


The development of livestock production is coordinated with the programmed 
consumption of food, but depends in the final analysis on available sources 
of fodder. This means for practical purposes that bulk fodder and its 
production efficiency will be the main resource for this production. Farmers 
face the task of increasing its role in the production of milk to 7-8 litres 
per cow and of producing from bulk fodders a portion of the growth of 

feedlot cattle representing 0.35-0.40 kilograms. Concentrated fodder will 

be used primarily for the feeding of swine and chickens. Here, as for 
cattle, it is a matter of minimizing concentrated fodder consumption per unit 
of production. For this reason, fodder mixtures will be fortified with 

the necessary content of protein components and biofactors. Increased 

meat production will come primarily from the increased production of 
slaughter cattle. As with milk production, however, we are not pursuing 

this goal by increasing herd size but by attempting to get more use out 

of each head of cattle. These objectives and developmental strategies 

also indicate the tasks for the biological services. Breeding organizations 
are expected to increase the sophistication of the management of the en- 
riching and reproducing processes, while veterinary facilities are expected 
to increase the level of care for the health of the livestock. 


The food industry faces the task not only of fully processing this increasing 
volume of agricultural output at ever higher levels of quality, but also of 
expanding the product mix and the overall quality of its products. By the 
middle of the next decade it should have upgraded roughly 45 percent of its 
current product line. In connection with this it must install new equipment, 
increase the nutritional value of foods, fortify them, search for ways to 
increase product life, and improve the aesthetics of packaging. 


Better Utilization of Science and Technology 


The capital investment necessary to assure the objectives of the agrofood 
complex has been determined, along with its priorities. In agriculture, 
about 70 percent of available resources will be allocated to the construction 
of facilities for plant production, while investments in the food industry 
will be concentrated on sugar processing, freezing operations and the 
beverage industry. The chemical industry is of particular importance in 
planning the material and technical needs for this investment. It is 
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projected that by 1995 deliveries of artificial fertilizers will reach 285 
kilograms of net nutrients per hectare. Production and deliveries of chemical 
preparations related to plant and livestock production and for the 
implementation of new technical procedures in the food industry will all 
increase. Proposed deliveries of machinery and equipment for agriculture 
and the food industry are based on documents previously approved by the 

CPCZ Central Committee Presidium and the federal government. In agriculture 
the attention is focused on the delivery of certain machines that are 
currently in short supply and of entire groups of equipment, while the food 
industry requires mainly equipment for modernization and reconstruction. 
Expanded cooperation with other CEMA countries is also projected. This 

is because with some 7,000 different machines necessary for the food industry 
alone we would not be able to provide for all needs domestically. 


As stipulated by the program, both as a whole and in its constituent parts, 
the basic precondition for achieving the objectives set forth within it is 
significant progress in the application of the results of research and 
development. This is why the program also outlines the main goals for the 
research and development base, and especially for applied research. Great 
emphasis has been placed on the planning of its activities, and especially 
on formulating a unified plan for the evolution of research and development 
which encompasses the entire agrofood complex, including its links to basic 
research, and the coordination of the activities of all facilities so as to 
avoid the current fragmentation of effort. In conjunction with the 
resolutions of the Eighth Plenum the necessity has also been emphasized 

for more actively and flexibly applying the results of research and 
development to practical situations and improving the quality of the 
management of research activities within the sector. 


Finally, the program projects a further increase in the managerial 
efficiency of the agrofood complex and improvements in the coordination of 
the activities of the entire complex. For this reason the program proposes, 
in conjunction with the improved planned management system for agriculture 
adopted by the Fourth CPCZ Central Committee Plenum, the principles of which 
have proven themselves in practice, additional measures to refine this 
system further. These measures are directed at the establishment of 
comprehensive relationships between the agriculture and food industries and 
all other sectors participating in meeting the nutritional needs of our 
citizens, and at increasing the role of science and technology throughout 
the planning and management system of the agrofood complex. In the 
agriculture and food sector itself improved techniques are to be implemented 
for assuring state plan targets related to agricultural enterprises, for 
improving relations between primary agricultural production and consumers, 
and to modify and improve economic mechanisms related to these new objectives. 
At the same time, of course, it will be necessary to improve and deepen 

the managerial activity of all agricultural organs, from the ministry to 

the enterprise. 
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It may be stated, therefore, that the llth Plenum has shown the workers of 
the agrofood complex and the other sectors participating in food production 
both the way to assure the resolutions of the 16th Party Congress and the 
prospects for the future development of our socialist agriculture and food 
industry. Taken together, these represent the basic guidelines for the 
efforts of our workers. For this reason they will serve as the basis for 
the discussions at the 10th Nationwide JZD Congress. 
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CZECHOSLOVAKIA 


GOOD OUTLOOK FOR SUGAR BEET HARVEST 
Prague SVET HOSPODARSTVI in Czech 11 Oct 84 p 2 
[Article: "Good Prospects for Sugar Beet Harvest"] 


[Text] The harvest of one of our most important crops, sugar beets, began 
recently. In the CSR sugar beets are sown on 138,394 hectares. Experts 
have evaluated plant quality as good, even though they have experienced 
some delays in growth and development. 


The number of bu'bs per hectare is almost 8,000 higher than last year, 
exceeding 78,000 which, indicates that the harvest will meet planned targets. 
Assuming that the sugar content will not be higher than the average of the 
past 10 years, the production of sugar should be higher than last year. The 
per hectare sugar yield in the middle of September amounted to 5.5 tons, 
which is 0.23 tons more than last year. Long-term testing has indicated 
that sugar content is peaking now, For this reason, efforts are being 

made to start the harvest as late as possible this year. The harvest 
campaign should last an average of 85 days. Sugar beets will be processed 
by 55 sugar processing plants with an average daily capacity of 67,000 

tons. A total of 1,339 3-row and 953 6-row digging machines will be available 
for the harvest. This means that each 6-row harvester will be assigned 92 
hectares, while last year the assignment was 116 hectares, 


Preparation of the harvesting equipment has been directed this year at reduc- 
ing losses, primarily by modifying the 6-row harvesters, A total of 850 

of these were modified. The sugar processing industry is also arranging for 
the cooperative production of 110 frontal harvesters. This project involves 
agricultural enterprises, agricultural equipment repair facilities, and 
certain industrial enterprises. Currently the production of 20 harvesters 

in the Agrostroj prototype series has been confirmed, Moreover, on each 
harvested parcel the post-harvest gathering of the remaining bulbs will be 
organized. 


In Slovakia plans have been made during this has vest campaign to procure 2.15 
million tons of sugar beets. The currently available growing area has declined 
to 59,693 hectares. Inclement weather conditions forced the turning under 

of 7,600 hectares and the resowing of 6,806 hectares. The spring sowing 
contained mostly monocotyledenous cultivars, which were the result of almost 

2 years of research at the Bucany improvement facility. These cultivars were 
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sown on 57.2 percent of the total available land. The average number of bulbs 
per hectare is 72,800, or about 5,700 more than last year. The sugar content, 
however, is much greater. Attention is being focused on reducing harvest 
losses sustained during storage and the processing of the basic raw material, 
the beets. After all, in storage a beet loses 0.01 percent of its sugar 
content each day. 


At present, the sugar processing enterprises are arranging with the growers 
time schedules for the harvest and procurement of sugar beets, which are based 
on the following guidelines: 


--sugar beet procurement should begin no more than 5 days prior to the start 
of cutting; 


--no more than a 3-day supply is to be created at the start of the harvest 
campaign, and procurement is to be organized prior to 10 October so that the 
sugar processing plants will have no more than a 5-day processing supply 

in inventory; 


--the organization of later procurements so that by the end of October a 
maximum of 80 percent of the sugar beet target will have been procured, 


Sugar beets will be procured this year at 114 centers, 48 of which have fixed 
procurement territories. The objective evaluation of the quality of 

delivered bulbs will be assisted by sampling machines, which will be installed 
at 45 procurment centers, as well as at all sugar processing plants, Follow- 
ing the 1983-84 campaign fundamental measures were adopted for each sugar 
processing facility to improve all aspects of their operations, A total of 

118 measures were adopted and directed at increasing the sugar yield and its 
quality, as well as further decreasing energy intensiveness. About 30 of these 
projects are still incomplete, 


Based on the expected harvest, it is anticipated that ~his year's sugar beet 
campaign will last 95-100 days and that it will finish sometime in the first 
10 days of January 1985. 
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CZECHOSLOVAKIA 


Prague HOSPODARSKE NOVINY in Czech No 40, 1984 p 2 


[Article by Frantisek Antene, CPCZ Central Committee worker: “Fuels and 
Energy” ] 


[Text] Since the beginning of this year, organizations under the Ministry of 
Fuels and Energy has been ensuring a balanced fulfillment and overfulfill- 
ment of the planned production and economic indicators. There has been a 
smooth flow of fuel and energy supplies to both the national economy and 

the populace, which creates favorable conditions for increasing the 

dynamics of meeting the state plan for the entire national economy. 


Since the beginning of the year, the plan for coal extraction has been 
exceeded by 103.2 percent, with over 2.7 million tons of extra coal 
mined. In 8 months a total of 86.4 million tons of coal and lignite 
was mined. In comparison with the same period of last vear, the mine 
outputs grew by 1.9 million tons (an index of 102.3). 


This year's situation in the field of electrical energy must be considered 
more seriously, even though the consumers have not felt the impact as yet. 
This is true, even though the production of electrical energy has been 
fulfilled by 101.9 percent since the beginning of the year and about 1! 
billion kWh extra were produced. What is happening is a result of the 
effects of three basic factors: 


In the first place, the production of electrical energy by nuclear power 
plants is 1.2 billion kWh lower than planned and this must be replaced by 
power from conventional solid fuel power plants. This was caused by 
delays in putting the power plant sections into operation at the nuclear 
power plants V-2 in Jaslovske Bohunice and Dukovany. At the same time, 
our first nuclear power plant, V-1 in Jaslovske Bohunice, has overfulfilled 
the plan for producing electricity and is working safely and with great 
reliability. Since being brought into operation in 1979, it has produced 
a total of 27 billion kWh and thus replaced the consumption of about 29 
million tons of brown coal used for energy, which we would have had to 
mine, transport and burn at thermal electric power plants to produce the 
same amount of electricity. This makes us all the more unhappy that we 








have not succeeded in building new nuclear power plants within the 
established schedules. We are at the same time aware that these are big, 
expensive construction projects which elsewhere in the world are also not 
built in accordance with preconceived ideas. 


Currently we are successfully gradually energizing the first section of 
V-2 in Jaslovske Bohunice, which is already producing electric current, 
and by the beginning of November we expect to start up test operations 

at full power. Experience gained in the construction of this section 
must be used by the investor, project managers, and suppliers to increase 
the efficiency of their work and avoid repeatine the deficiencies and 
increases in slippages in the construction of other sections such as at 
Jaslovske Bohunice, Dukovany, and Mochovce, as well as in the planning 
for the Temelin electric power plant. Indeed, nuclear power occupies 
anirreplaceable spot in our fuel and energy accounting and for the future 
is our only source for increasing electrical energy and heat, as well as 
tor replacing increasingly obsolete conventional steam power plants. 
Ensuring further growth in the development of our national economy and 
increasing the standard of ‘ng of our people ertirely depend on how 

we succeed in the construci.. of nuclear pewer plants. We must fieht 
for each day‘s construction; indeed, the daily production of one section 
means 10 million kWh of electrical energy. 


The construction of hydroelectric plants likewise is having a negative 
effect on deliveries of electrical energy because of low rainfall, which 
will result in 1 billion kWh less production than in the original plan. 


The third and most important factor is the area of consumption. According 
to preliminary results for the first 8 months of this year, domestic 
consumption will be exceeded by 1.4 billion kWh, which is a growth of 

4.3 percent in comparison with the same time frame last year. The planned 
annual increase was only 1.1 percent, or 903 million kWh. This excess 

is not in keeping with the growth rates for the development of the 
national economy. For large-scale consumers the figure for the 8 months 
was 604 million kWhs, or a growth of 3.4 percent, while small-scale 
consumers, including the populace, used 536 million kWh, an increase 

of almost 8 percent. 


We must reckon on an increase in the consumption of electrical energy on 
a long-term basis. This is partially in connection with the increase in 
the standard of living, which directly results in more home appliances, 
but is also attributable to the modernization of industry, construction 
of social and cultural facilities, etc. But the rate of consumption 
reached this year is excessive and causes us great problems at the end 

of the year. The Energy Commission of the CSSR Government in its meeting 
in September of this year carefully examined further departmenta! requests 
for increases in the annual consumption limits for electrical energy. On 
the basis of objective requirements justified by higher production 
efficiency, especially for enriching the domestic market and suitable 
exports, it decided to increase allocations for individual ministries 

















by a total of 350 million kWh up to the end of this year, despite significant 
exceeding of the limits. Without this increase, consumption could only 
amount to 95.5 percent of actual use in the fourth quarter of 1983. 


It is a hard fact, but one which can teach us a lesson. When the announce- 
ment was made of checks throughout society on the consumption of fuel, 
energy and motor fuels, we very clearly pointed out that we do not have 

any way to increase the primary energy sources and if we want to increase 
production, we will have to find ways of saving in order to increase con- 
sumption, which has for a long time been the main item in our accounting. 

We were able to apply this principle fully last year, when for the first 
time in our history we were able to achieve an increase in the gross national 
product (2.8 percent) practically without any increase in the use of 

primary energy resources. Instead of us learning from this success, a 
certain stabilization of the fuel and energy base caused us to lose some 
interest and relax our rationalization efforts. This must be considered 

as the greatest shortcoming of this year, which can still have very serious 
consequences. The annual limits on consumption of electrical energy were 
used up without regard for how it would come out at the end of the year 

and even assuming that they would be increased. Now in the fourth quarter 
of the year there will be a number of enterprises, or even ministries, 

which will be faced with a problem of how to maintain the rate of production 
with reduced resources from those which they had last year. 


We cannot expect to be able to support such sharp increases in electrical 
energy next year or in later years. In this sense, this year cannot be 
practically repeated. In order not to disrupt the national economy, it 

was necessary to limit some repairs at stem power plants which, in addition 
to increased consumption, must replace the lower output from hydroelectric 
and nuclear power plants and saw an increase of 5.5 percent over 8 months 
in comparison with the same period last year. 


It is only thanks to the high work initiative of our miners, who are 
striving to exceed their socialist obligations and adjusted plans this 

year by extracting an extra 3.5 million tons of coal, that we can support 
this great increase at the steam electric plants. But we cannot expect 
such a trend in coal mining for future years, when on the contrary there 
will be a decline due to the exhaustion of a number of locations. The 
situation with the stem electric plants is similar and their overall output 
will also gradually be reduced as a result of reconstruction or termination 
of old, worn-out operations. 


We have to learn a very serious lesson from this year's events. We have 

to economize right from the beginning of the year. Very effective methods 
must be intensified everywhere and the inspection commissions’ actions 

must be expanded to the areas of metals, raw materials, and material, 

and their efficiency must be increased. The fact that the CSR State Energy 
Inspection in their inspections found deficiencies in the use of fuels and 
energy at 72 percent of the organizations checked is proof that this is 
essential. 
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CZECHOSLOVAK LA 


NEW CAPITAL CONSTRUCTION IN LIEU OF RENOVATION CRITICIZED 
Prague RUDE PRAVO in Czech 26 Oct 84 p ! 
{Editorial: "Modernization and Reconstruction Should Be the First Option"™] 


[Text] The substantial investments that have been made in our industry 

have aided in the development of an immense capital base for production. 

The value of capital equipment in industrial sectors is currently Kcs 470 
billion and is increasing. In the engineering-metallurgical complex alone 
there are Kcs 133,000 of machinery and equipment per worker. The potential 
exists, in other words, to increase the exportability of our products, their 
technical specifications, and use their values. Nevertheless, in many 
enterprises product innovation lags behind rapid technological changes. 
Progressive solutions and thought of our designers take too long to be 
implemented because of a lack of machinery on which to produce then. 





What is the source of this conflict? Even though much has been invested in 
the past, results are determined not by how many resources are expended but 
by what they are spent on. A report for the 10th CPCZ Central Committee 
Plenum stated: "One of the fundamental and long-term shortcomings of 
investment in the engineering-metallurgical complex, as well as in other 
sectors, is the continuing low percentage of resources expended on 
modernization and reconstruction and the high percentage of investments 
devoted news construction projects. In the engineering-metallurgical complex, 
investments in new construction account for more than one-third of total 
investment.” This implies that more though should be given to the optimal 
allocation of resources. 


A number of manufacturers think that the sole way to achieve technical 
progress and upgrade their products is by building new factories and 
facilities. This is, understandably, the easiest solution to the problem, 
representing the path of least resistance. The difficulty with it is that 
the construction of new facilities, without giving serious consideration to 
whether mere modernization of existing operations might not facilitate 

the desired increase in production or the development of improved conditions 
for technical development, has resulted in a situation in which the number 
of jobs in the general engineering sector has far outstripped the available 
work force. Last year, for instance, there were 2,585,000 job opportunities 
for 1,860,000 industrial workers. In the machine building and 
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electrotechnical industries almost 300,000 jobs remain unfilled. The 
construction of additional production facilities would only exacerbate this 
discrepancy. 


This underestimation of twe importance of reconstruction has also significantly 
extended the life cycle for capital assets, which has now reached as such 

as 26 years, at the same time that only 21 perceut of installed machinery 

and equipment has been fully depreciated. These figures make it clear that 

an extensive approach to investment is no longer tolerable, and that the 
majority of investment resources must be focused on modernization and 
reconstruction. 


Such a program of reconstruction, however, has yet to take hold in general 
engineering sectors as the predominant form of investment activity. Total 
investments in modernization and reconstruction in the Seventh 5-Year Plan 
amounted to 13 percent of total investment resources in the general 
engineering sector, 1.5 percent of the total in the metallurgical sector, 
and 1.7 percent of total resources spent on investment in the electro- 
technical industry. A total of 187 modernization projects will have been 
completed by the end of the current 5-year plan, a number that does not 
meet our needs. 


Enterprises and economic production units [VHJ] persist in many cases in 
choosing the path of least resistance and presenting proposals for the 
construction of new facilities. These proposals are supported with data 
which are supposed to show without a doubt that the new construction is 
necessary. However, as recent inspections have confirmed, upon completion 
these new facilities are not fully utilized, do not perform up to their 
design parameters, or produce products which then stay in warehouses. The 
only conclusion that can be made is that the producer supported his proposal 
with inaccurate data. Measures must be taken to prevent such occurrences 

and thought should be given to providing better incentives for reconstruction. 


A frequent reason for lags in modernization projects is a lack of state-of- 
the-art equipment. This often represents an insoluble problem for an investor. 
In 1982 fully automated machines accounted for only 9 percent of the capital 
stock in the metallurgical sector, and 12 percent of the capital stock in 

the machine building and electrotechnical industries. Digitally controlled 
machine tools increased from 0.7 percent of the capital stock in 1978 to only 
1.3 percent of the capital stock in 1983. Production covered only 43.5 
percent of machine tool requirements by model in 1983. Production covered 
only 43.5 percent of machine tool requirements by model in 1981, and only 
12.5 percent of the requirements for forming machines. This means that the 
modernization and reconstruction process cannot be carried out without taking 
significant measures to improve the output of machine tools and forming 
machines, certain models of which have long been in short supply. A number 
of shortcomings also persist in setting up the mass production of some 

types of already designed state-of-the-art machinery. 











On the other hand, we should not expect that all our requirements can be 
handled by domestic production, Czechoslovak producers manufacture only 20 
perceut of the total available product mix worldwide. This kind of 
specialization, in fact, is essential to the more rapid developnent of the 
technical parameters of the machinery and the development of production 
technology. Providing the necessary equipment for reconstruction, then, 
will not be possible without effective participation in the international 
division of labor. Right at the design stage ve must plan on using 
equipment from socialist countries. Sufficient opportunities exist for this 
within the context of plan coordination with these countries for the 
1986-1990 period. We need only to obtain information about availabie 
products and make use of it. 


The experience of leading foreign firms has shown that shortages of 
available machinery can be compensated for by manufacturing single-purpose 
machines using in-house resources. Enterprises and VHJ's should therefore 
set up and staff small operations and workshops where they can manufacture 
some of the machines they require. This will facilitate the production of 
innovative products because the design and production of needed capital 
equipment can be initiated at the time when the new product is still on 
the drawing boards of design offices. 


The attitudes of construction organizations also greatly complicate the 
reconstruction process. These projects are unnattractive to them because 
of the varied character of the tasks involved, the frequent need for 
unusual equipment, and the frequent need to use different construction 
techniques which often require a substantially larger work force. This 

is also a problem that must be resolved quickly because about 70 percent of 
the factories in the machine building sector employ fewer than 800 people, 
meaning that they do not have the resources to do the work themselves. 





The CSSR Government Presidium, which has discussed the current status of 
implementation of the program for the reconstruction and modernization of 

the production base in the Seventh and Eighth 5-Year Plans, has directed 

that measures be taken in both actual organizational planning and in the 
setting up and adjustment of the economic incentives for construction con- 
tractors. This will serve to create the essential conditions for reconst ruct- 
ion and modernization. These new principles and measures must be set up 

as soon as possible, then utilized to the maximum extent so as to 

accelerate the pace of reconstruction in upcoming years. 


9276 
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CZECHOSLOVAKIA 


Prague SVET HOSPODARSTVI in Czech 2 Oct 84 p 2 


[Art icle by Vera Kardasova, Czech Statistical Office: "Emphasis on Lnanovation 
and Product Quality" |] 

[Text | One of the results of research and levelopment is the innovation 
process and the closely related technical sophistication and quality of 
output. This is a process of continual change in which products which are 


obsolete, inetticient or no longer wanted are replaced by new, progressive 


in the central managed industry of the CSR in the first 6 months of 1984 more 
than 20,000 products were put into production, of which 15,000 were new prod- 
ucts, 1.@., pi oducts with increased use values or which satistied new pub! ik 
demand. in the other instances, enterprises put into produc tion produc ts 
which had already been produced elsewhere, OFT products which represented 


less significant changes in use value. 


Ihe total producti of m product includes not only those new products 
introduced during the period in question but also products which have main- 
tained their i oOvative character ove! rime ind which wer lirst produced at 
an earlier date (up to 2 years ago). lf these products are included, more 


than 43,000 new products were introduced in the first 6 months of 1984, 


This igeregate number of new products represented 1|/.6 percent of the total 
valve of industrial production in current wholesale prices, a 1.1 percent 
increase over the same period last vear., 

Or tthe ritical sectors, the largest percentage of new produc ts came Tron 


the Federal Ministry of General Engineering (39.2 percent of the output 


ot it taciilitic in the CSR), the Federal Ministry of the Electrotechnical 
Industry (25.6 percent of the urput of its tacttities in the CSR), the 
Federal Ministry of Metallurgy anc Heav Enzineering (16.1 percent of CSR 
tacilit output), the (| . Minists ‘f Industry (14.6 percent of CSR 


facility utout,. but Is ercent f total li t industrial output). 











The greatest levels of innovational activity, expressed by new products as 

a percentage of total industrial output, were achieved in the Czechoslovak 
Automotive Factories economic production unit [VHJ] (61.2 percent of the output 
of plants in the CSR, 60.9 percent of total VHJ output), the Czech Freight 

Car Plants (49.5 percent of the output of CSR facilities, 66.1 percent of 

total VHJ output) and Plzen Skoda (44.4 percent of total output), with the 
average tor the CSR being 43.6 percent. Most of these products, however, 

were introduced in the previous 2 years. 


The largest percentage of new products among producers of consumer goods under 
the CSR Ministry of Industry belonged to the Leather and Accessories Industry 
(49.3 percent of its total output) and the Weaving Industry (27.9 percent); 

in both of these VHJ's roughly one-half of the new products were introduced 

in the first 6 months of 1984. 





The results achieved in the quality and technical sophistication of industrial 
products are evaluated by state statistical records according to data which 
represent objectively verified quality. Products with verified quality 
include products which have been classified in quality categories I, Il or 

III by the decision of a state testing center as well as products that have 
been assigned technical sophistication categories, i.e., products that are 
technically advanced, technically sophisticated, or obsolete, The production 
of products with verified quality as a percentage of the output of industrial 
enterprises in the CSR increased by 0.7 percent over the same period last 
year, and represented 37.5 percent of all industrial output. 


Of the sectors which have the greatest influence on overall production and 

the structure of quality, the greatest percentage of materials with verified 
quality occurred in the production of construction materials under the 
Ministry of Construction of the CSR, where 61.1 percent of total output 

was evaluated in this way. The figure was 51.8 percent in the food industry 
under the Ministry of Agriculture and Food, and 45.4 percent in the Ministry 
of General Engineering. The ranking of these sectors was the same as in 1983, 
and the above percentage did not change much, 


Of the VHJ's and concerns of these three sectors, the largest percentages of 
quality verified products were in the Cement and Lime Works (96,7 percent), 
the sugar producing industry (93.7 percent), the milk industry (72.5 percent), 
and in Prago-Union (49.7 percent), Some VHJ's of the CSR Ministry of Industry 
also have high percentages of quality verified products, such as the Crystalex 
sectoral enterprise (91.2 percent), 


In evaluating the structure of quality and technical sophistication, the main 
indicators are the percentage of products of high technical-economic sophis- 
tication (i.e., the total of quality category 1 products and technically 
advanced products) and the percentage of low quality products (quality 
category LII and technically obsolete products). 


Technically sophisticated products as a percentage of total output with 
verified quality reached 33.2 percent in the centrally managed industry of 
the CSR, or 5.6 points higher than during the same period last year, Among 
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the critical sectors the highest percentage was in the Ministry of Industry, 
where it amounted to 47.4 percent, and in the Federal Ministry of Meta! 
and Heavy Engineering (40.9 percent). Both of these sectors also recorded 
the highest percentage growth from the first 6 months of 1983, namely 9.6 
points for the Ministry of Industry and 13.2 points for the Federal Ministr 
of Metallurgy and Heavy Engineering. 


Low quality products represent only 0.1 percent of total output with veritied 
quality. Most products (66.7 percent of total output) are of average levels 
of sophistication, even though the value and percentage of the total repre- 
sented by high technically sophisticated products is almost continually 
increasing. 


There are no significant differences in the overall structure of quality and 
technical sophistication between the spheres managed by the Federal Govern- 
ment and those managed by the Government of CSR. The structure in federally 
managed industry is slightly better, with 35.2 percent of the output rated as 
being of high technical-economic sophistication. The percentage for CSR 
government-managed industry was 32.0 percent, with the difference accounted 
for by a lower percentage of these products in the lines of the CSR and SSR 
ministries of agriculture and food and the CSR Ministry of Construction. 


The main precondition for increasing product quality is the introduction of 
new products with state-of-the-art specifications, The quality structure of 
new products has been substantially higher than the quality of overall! 
production. At the same time, more new products have either been evaluated 
by state testing centers or have been assigned a level of sophistication. 

Of all new products, 56,2 percent were of verified quality and 56.3 percent 
were of high technical-economic sophistication, i.e., 8.7 points higher than 
in the first 6 months of 1983. In contrast to overall production, 63.0 
percent of the new products from CSR government-managerial industry were 
evaluated as being of high technical-economic sophistication, while only 53.7 
percent of the new productrs from federal goverument-managed industries 
received this rating. The largest percentage of state-of-the-art quality 
products was in the CSR Ministry of Industry--75.3 percent, 


In conclusion, it may be stated that in the first 6 months of 1984 both 
innovation and quality and technical sophistication developed ftavorably, 
especially in certain sectors. 
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GERMAN DEMOCRATIC REPUBLIC 


CURRENT MOVES TOWARD REFORM IN THE GDR ECONOMIC SYSTEM 


West Berlin FPS-ANALYSEN in German No 1, 1984 (signed to press June 1984) 
pp IX-XVI, 19, 24-25, 33-38, 43-47. 53. 54-84 


[Article by Karl] C. Thalheim, Kurt Erdmann, Maria Haendcke-Hoppe, Wilhelm 
Homann, and Klaus Krakat: “Current Moves toward Reform in the GDR Economy 
System. A Renaissance of the ‘New Economic System‘'?"] 


[Excerpts] Summary [in English in the original] 


In summer 1963 the GDR, under Ulbricht‘s leadership, introduced the “New 
Economic System of Planning and Management for the National Economy.” 

This was the first significant economic reform in a CEMA country. The 
“guideline” for the NES, published by the GDR Government on 11 July 1963, 
contained an extensively worked-out concept for the reform. Distinctive 
characteristics were a greater emphasis on the market in relation to the 
Central Plan and also a certain amount of scope for “self-regulation” of 
the people's enterprises by means of “economic levers” based on the plan. 
Following the “Social System of Socialism" proclaimed in 1967, which had 
the “Economic System of Socialism” (ESS) at its core, there came regulatory 
measures which were both centralist and cybernetic. As opposed to the 

NES, they were based on a concept which combined planning on central issues 
with relative autonomy for the enterprises. 


After these hectic periods of differing experiments with cybernetic “self-contained 
systems of management,” the GDr returned to a predominantly centralist 

economic system under the new leadership of Honecker in the early 1970's. 

Some of the principles and instruments of the NES and ESS remained, however. 


Sweeping efforts to improve the economic system followed in the second 

half of the 1970's and still more at the beginning of the 1980's. Nevertheless 
a fully worked-out concept similar to the 1963 “guideline” has up till 

now not been published. The nearest the GDR has come to such a “guideline 

iS a wide-ranging speech which was held by Guenter Mittag at the “Conference 

ot GDR Economic Sciences” on 29 September 1983. 


The starting point for the current moves toward reform is the economic 
leadership's realization that the sources of extensive (quantitative) growth 
have dried up. Therefore, measures for management, planning and stimulation 
will have to be directed primarily toward intensive (qualitative) growth. 
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This study of selected basic issues and guiding norms to be found in the 

efforts toward rationalization and reform in industry and foreign trade 

is intended to compare the central issues of the 1960's with the moves 

made in the 1970°s and early 1980's in order to obtain fundamental infcrmation 
regarding their extent and chances of success. The elements of the industrial 
economy selected as important were: Planning, balancing, management, organization, 
Stimulation, costing and pricing, information and control, science and 

technology, mathematical-cybernetic models and processes. 


The differing phases of economic policy are important aspects of a process 
analysis of two decades of GDR economic policy. A summary of the results 
of this unsatisfactory long-term process leads to several noteworthy conclusions. 


1. None of the fundamental objectives for the improvement of planning 
Since the 1960*s has been new. The hopes that “scientifically fo .nded" 
five-year plans with greater utility as a “main instrument of management” 
could be derived from (highly problematic) long-term planning were revealed 
to be false. In the light of the experiences in the 1960's and 1980's, 

the continuous alterations in plan methodology and the constant changing 

of reference codes raise doubts as to whether long and medium-term planning 
will ever be a satisfactory instrument for effecting long-term efficiency 
increases. Current indications of a “newly regulated operative planning 
and balancing” in combines and enterprises are of interest. Apart from 

a methodical tightening up and concentration of the structure of the entire 
plan in the middle 1970's, none of the attempts has exceeded the stage 

of previous principles of correction. 


2. The consistent demands for improvements in balancing voiced at the 

GDR economic conference in 1983 emphasize the fact that the balancing system 
has fundamental shortcomings. Coordination between balancing and planning 
has been only minimally improved during the last two decades. At the moment 
the practical results of the introduction of merged balancing remain to 

be seen. Centralist balancing tendencies have recently been tightened 

up, confirming that attempts are being made to get unsolved planning problems 
under control by using the allocation of natural resources as an instrument. 


3. A relatively loose concentration of “People's enterprises” (VEB) into 
"Associations of People's Enterprises” (VVB) as we!) as the creation of 

a number of combines toward the end of the 1960's with the intention of 
lasting efficiency improvements already belonged to the organizational! 
principles of the 1960's. From 1978 onward, a decisive reform component 

was the organizational principle “combine.” This is a much more rigid 

body than the VVB‘'s of before. The principle was first applied to almost 

all industrial and building enterprises and has meanwhile spread to other 
fields. A rapid rise in productivity and additional impulses for technica! 
progress were hoped for. Despite certain initial successes the optimism 

was not rewarded. These initial successes were generally the result of 
reorganization and tightening-up of internal organizational structures 

and other process-related management changes. The fact that certain functions 
were transferred to central instances (for example: industrial ministries 

took over executive competence for combines and the office for standardization, 
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measurement and product testing took charge of important elements of innovation 
strategy) confirms that other management weaknesses exist, likewise a notable 
deficit in reform. In the light of the increasing trena toward centralization, 
no noteworthy consequences in the form of additional “combine effects” 

can be expected but rather further attempts to rationalize. 


4. Enterprise profitability and orientation have always been at the core 

of the principle of accounting. In the 1960's, profit was supposed to 

function as a “means of binding” the interests of the economy and the enterprises. 
However, the possibilities of a “self-contained system of economic levers” 

were completely overrated, especially against a background of price distortions. 
Despite all the conceded shortcomings and possibilities for manipulation, 

profit has once again been given a leading role as a yardstick of efficiency 
for the stimulation of enterprises. Four main references for the specific 
evaluation of efficiency are designed to mobilize new motive forces. Net 
production, net prot.st, production and services for the population and 

export. On the other hand, the plan reference “industrial production of 

goods” still remains as yardsti~k for production increases. In comparison 

with the NES the enormous number of flanking measures of contro! and sanction 
can only be interpreted as a confession of the lack of effectiveness of 

the entire instrument of combine management. As well] as this there is 

a system of “combine ordinances” which is a centrally determined “scatfold" 

of economic law. At present, the significance of profit, the uses to which 

it 1s put, and the system of stimulation lags behind the mode! beginnings 

of the 1960's. The still unsolved price problem remains a “traditional” 

barrier to progress in management and stimulation. 


39. The unsolved price system problems have always caused many tunctional 
weaknesses in the GDR economy. Neither the reform of industry prices in 

the 1960's nor the attempts at planning and dynamization in the 1970's 

led to any notable successes, rather to a “price chaos,” which was an obstacle 
to both technical progress and adequate calculation of effectiveness. 

Apart from certain tendencies toward “world market realism” in pricing, 
alterations neither in genera) prices nor pricing principles can be observed. 
Furthermore, no way out of the ideologically determined framework of the 
economic system is in sight. The price system remains by far the central 
point of any further-reaching move aimed at greater efficiency. 


6. Information and control are necessary instruments of every economic, 

social and political activity. Repeated changes in the forms of economic 
control and their increased usage in the 1980's originate trom efforts 

toward reform and rationalization. At the beginning of the 1960's the 
economic leadership of the GDR was already trying to make information processes 
as transparent and effective as possible, in particular by the use of computer 
technology and among others, an “automated management system” (ALS) tor 
enterprises since the 1970's. Apart from EDP, cybernetics and graphic 
planning technology as “new” methods of information and contro! gained 
increasing importance from the mid-1960's onward. 


7. As tar back as the 1960's science was given the role ot a “direct organ 


of production.” Acceleration of scientific and technical progress 1s a 
central concern in the 1980's, at present spurred on by the intensive development 
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and increased application of microelectronics, industrial robot technology 
and EDP as “main factors of intensification” and thereby essential elements 
ot the SED’s economic strategy. 


8. After the moves made in 1963, cybernetics and system theory as wel! 

aS operations research and economic mathematics gained in significance, 

not least due to the efforts toward plan optimization and balancing. After 
1970 the role of cybernetics and the adoption and adaptation of Western 
experience, methods and instruments was sharply reduced but not entirely 
dispensed with. Alongside the progress in computer technology, mathematics 
and operations research became increasingly important in the second half 

of the 1970's as essentials for the development of software programs. 
Compared with international top standards however, the level reached and 
the range of effectiveness are unsatisfactory and cannot be seen as having 
any reform significance. 


The most important aim of the foreign trade reform in the 1960's was the 
removal of the total financial and organizational division between production 
and foreign trade which had existed up till then. Export enterprises fulfilled 
their obligations simply by delivering the required quantity of goods to 

the state foreign trade enterprises (AHU). Profit and loss balancing for 

the AHU took place automatically in the state budget. It was therefore 

not possible to measure the profitability of a single enterprise's exports 

or indeed of the economy's as a whole. 


The most important reform element of the 1960's was the inclusion of the 
export balance in the enterprises’ own accounts, this being the so-called 
unified enterprise balance (generally from 1971 onward). The precondition 

for this was the allocation of plan export obligations calculated at currency 
exchange prices and not, as before, at internal prices. Furthermore the 
contract relationships between the export enterprises and the AHU were 
altered. Since 1969 it has been customary to draw up export commission 
contracts. This means that what the AHU sells abroad goes onto the producers’ 
accounts and not its own. The original concept went further, it was meant 

to reorganize the AHU into marketing organs of the VVB, but this failed. 
However, the automatic price balancing could not be abolished but only 
modified, because export earnings were diluted with the help of regionally 
differentiated conversion coefficients for reasons of trade policy, and 

the import balance remained the same. A series of flanking measures accompanied 
the departure from the NES, for example the enterprises’ right to foreign 
currency was revoked, so that the foreign trade reform only went half-way. 


The need for an offensive export policy in the second half of the 1970's 
brought life back into the foreign trade apparatus (which had become more 

and more inflexible from 1971 onward) in the wake of the restructuring 

ot combines and founding of new ones. Once again, as in the 1960's, an 
efficient marketing organization organically linked to industry was demanded. 
Atter initial uncertainty, almost all the foreign trade enterprises (AHB) 

were released from the sole executive competence of the foreign trade ministry 
during 1980. The majority of the ANG (24) is now also administered by 

the combines’ general managements, most of the remaining ones (20) are 
Simultaneously supervised by the foreign trade ministry and the industry 





ministries. Out of the specific branch offices of these AHB there evolved 

61 fields of foreign trade as enterprise departments of the AHB. These 

do not have independent status and are assigned as firms to combines according 
to their range of exports. 


The construction of the doubly supervised AHB within the combines represents 
an extensive realization of the NES concept for the AHU of that time (with 

a 15 year delay). The NES concept envisioned the AHU as legally independent 
marketing organizations of the VVB under double supervision. The narrower 
organizational bond between industry and foreign trade means on the one 

hand greater planning coordination and the transfer of responsibility for 
the fulfillment of export obligations to the combines and therefore to 

the ministries of industry, on the other hand it leads to considerable 
competence conflicts. 


In the 1960's the measures can be seen to have concentrated on financia! 

management, the present moves are concerned more with management aspects. 
Then as now all measures remain firmly within the framework of the state 

monopoly on foreign trade. 


Conclusions 


Analysis of the present moves shows in respect to the causes of change 

in the previous system of management, planning and stimulation, a great 
Similarity to the reasons for the introduction of the NES in 1963. The 

aims are: General] improvement of efficiency, in particular increases in 
production using scientific-technical progress, wideranging rationalization, 
lowering of costs, quality improvement, and especially, better use of raw 
materials and fuels in order to save foreign currency. It is more strongly 
emphasized than at the time of the NES that under the conditions prevailing 
in the GDR, the desired growth will have to be intensive (qualitative) 

and not extensive (quantitative). 


Regarding organizational forms in industry, there are certainly difterences 
between the NES and the present efforts, but as regards the intended concentration 
effect they are hardly fundamental. The moves made in the post -Ulbricht 

era place great emphasis on the organization of the entire industrial sphere 

into combines. The SED hopes that they will be flexible toward demand 

changes and also organize production with greater effectiveness. The difficulties 
caused by the demarcation of the decisionmaking between ministry and combine 

are, however, already becoming apparent. 


The NES desired a “self-contained system of economic levers” as manageria) 
instrument in order to make the “nothing but administration” redundant, 
which was so heavily criticized by Ulbricht. This goal was not reached. 
Even though individual levers, particularly the production funds duty, 
were developed, a “self-contained system" never existed. One of the most 
important reasons for this was the incompleteness of the price system. 


The economic policy of the GDR clearly shows the discord between use of 
“economic levers” on the one hand, and economy by command on the other. 








Economic levers (also known aS parametric methods of guidance) are meant 

to shape the framework of the economy in such a way that the enterprises 

anc workers will be motivated to carry out or cease particular activities 
without direct orders. The factual forming of the economy in the last 

10 years shows the use of both “economic levers” and directive methods. 

A typical parametric regulation is the “contribution to socia) funds® for 
centrally managed industry, introduced on | January 1984. It is in fact 

& wage sum tax. By raising the wage costs by no small degree, it is intended 
tO motivate the enterprises to save labor and absorb funds. There are 

also important regulations with the same intent in the field of credit 
policy. By way of contrast almost al! energy and material-saving regulations 
which nave come into being in the past few years in the spheres of management, 
planning and stimulation is of directive nature. Therefore there is no 
instrument comparable to the mode! of a “self-contained system of economic 
levers” worth speaking of. 


in the light of the fact that the present moves toward reform have taken 

the development of economic instruments a stage further and partly refined, 
but not, however, drastically changed them, it would in our opinion be 

an overstatement to call the measures of recent years a second “New Economic 
System.” None of these measures--mostly changes in procedure regu! at ion--has 
brought about a change comparable in scale to the effects of the NES in 

1963. Furthermore, neither Honecker's nor Mittag’s speeches have contained 
any such illusions. 


The question remains open as to whether the methods and instruments which 
have been observed up till now will be able to solve the many and ditticult 
problems of the GDR economy, or whether the latest moves will simply undergo 
a fate similar to the NES. 


* *.- * * * 
a) Long-Range Planning Through 1990 


Despite several attempts at forecasting in the 1960's and a subsequent 
omprehensive methodology for long-range planning, no general concept has 

so far been realized. At the present time the GDR is mainly concerned 

with long-term development trends for key sectors in five-year plan preparation, 
in particular 49 coordination with projects of “socialist economic integration* 


at CEMA leve!. Following the new plan methodological regulations for 
the years 1081-1985, esepcially, we may distinguish two general “levels”: 
Programs or conceptions at national! level (State Planning Commission, Counci! 


of Ministers, centrca! state organs) and assignments at the level of the 
economic units. The combines are admonished in the course of their own 
long-range “development conceptions” to intensify longer-term planning 

in their industries. Up to now a hitherto unpublished conception of long-range 
planning through 1990 hes been Serving a8 4 working base in management 
practice. 
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3. Comparative Assessment 


None of the basic objectives of planning since the mid-1970's has offered 
anything really new. Attempts at improving the continuity of planning 

by a methodology of long-range planning failed repeatedly. Early 1972 
planning chief Schuerer (in office then as now), complained that “it has 
proven not to be feasible to unilaterally take as the starting point the 
forecast for 1980 for the scientific-technical development of selected 
sectors, reckon backward and deduce economic assignments without any thoggugh 
analysis of previous achievements and objective realization conditions.” 


Almost 10 years later and disregarding the many problems encountered by 

the combines with their own “development conceptions,” a thorough and critica! 
comment on general planning difficulties recorded in a 1981 GDR study confirms 
the lack or inadequacy of progress in this sector: “A basic problem of 

the further development of the methodology of long-range planning is the 

need to develop methodological documents and tools which, coupled with 

great flexibility and taking into account the increasing fuzziness necessarily 
involved in increasingly longer periods of time, yet allow the preparation 

of data both suitable for balancing and compat iblg with the five-year plan, 
without the whole turning into a rigid ‘system’.” This made nonsense of 

the expectations that “scientific” five-year plans, derived from long-range 
planning, would yield greater practica) effects. Toward the end of the 
1970's, other frequent comments on this topic, this time from management 
practice, ran as follows: Lack of information, “unduly high costs, no 

time or no suitable staff, not enough cognitive value.” 


The GDR study complained that, reading between the lines, the following 
was to be noted: 


"The superordinated organs often did not respond to conceptual proposals, 
enterprise notions largely failed to coincide with the state plan targets 

for 1976-1980, orientations for future development were absent.” It was 
therefore not worth while “to plan for the long term. We concentrate our 

forces on fulfilling the current plans and wait with regard tg plan preperat ions 
until we get the state assignments for the years 1981-1985.” 


In the 1980's as in the 1960's, incessant qualitative (and quantitative) 

plan amendments or changed indices aroused justified doubts whether either 
longer-range or medium-range planning wil! ever turn out to be a proper 

tool for a possible rise in efficiency. We must therefore take special! 

note when, in connection with some new measures, the increasing “import ance" 

of a “newly regulated operationa! planning and balancing” is emphasized 

and the ability of combines and enterprises to respond_jn the case of “unavoidable 
interference in settled economic relations” indicated.” With the except ion 

of the methodical tightening and concentration of planning as a whole at 

the three levels described, none of the attempts launched in the past 20 

years to improve central planning has gone beyond earlier corrective principles. 
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of a)!-state management functions” ranked definitely behind the more comprehensive 
business managerial objective of the reform. The 1979 combine decree 

accorded the combine manager relatively extensive powers with respect to 

the independent, flexible, more practice and production appropriate arrangement 

of the operational build-up and running of al! subordinated combine enterprises 
in order by the best possib!e combination of factors to use to the maxinaum 

the potential of these subordinated enterprises. 


Article 1 of the combine decree therefore raises to the first commandment 

the desired interna! cohesion of the entire operational process in the 

combine. The combine general directors thus obtained a position of considerable 
authority. They took over some of the functions earlier vested with centra! 
state agencies (ministries, plan commission), and they also acquired greater 
powers of instruction vis-a-vis the combine enterprises than those enjoyed 
earlier by the VVB genera! directors. Both the status and the powers of 

the directors of combine enterprises were weakened as a consequence. 


3. Growing Manageria! Functions of the Ministries 


Upon the conclusion (for a!) practical purposes) of the reorganization 

and new establishment of combines and direct subordination of most combires 
to the management of the industry ministries in the early 1980°s changed 
the former j-leve!l management system to a basically 2-level structure of 
industria! management. The economic leadership expected that the capacity 
of the enterprises merged in the combine association would rise considerably 
more than the sum total! of the capacity of al! individual enterprises. 

This principle of an allegedly new concept of interna! combine organization 
represents the pivot of the reform efforts of the 1980‘'s. 


The principle of bipolarity applies to the combine now more than ever betore:*" 

On the one hand the relative independence of an economic unit equipped 

with 'imited contro!!ling powers, on the other its gjetus “as an organic 

component of the total socialist planned economy.” This is an important 

aspect when we wish to understand the management function of the ministries--emphasi zed 
to its ful! extent on'ty after the genera! transformation and reorganization 

of the combines and stressed again by Mittag at the 1983 economic conterence,. 

Contro! and supervision by the ministries represents a traditiona! state 
*“counterweight"’* to the large enterprises which, though subordinated to 

them, are known to tend to greater independence by reason of their Size 


alone. Im t he Yul of the discussion on combine reorganization, ministerial 
functions and rights were initially mentioned with remarkable whderst atement. 
Since the ear'y 1980*s, explanations of the “growing role of state economic 
management” and the manageria’ powers of the competent industry ministers 
served much more clearly to define the 'imits of the combine manager's 
‘competences. The estab!ishment of “operative statis” on the basi: f department 
managers, respectively ompetent for one of he combines subordinated to 


the ministry, has parallels to organizationa! phases in the GDRs pest. 
At the 1983 conference on economics, Mittag also emphasized that it was 
necessary to fturther etrengthen and improve state supervision, because 
the scope of the combines hed expanded.*’ In the fina! analysis the minister, 


not the combine, is “responsibie for the comprehensive app!ication of proven 








methods of socialist business management” or “for the observance of financia 
and price discipline” as well as for “the direction, conduct and supervision 
of costing and pricing in the industry.*“ Moreover, in view of the importance 
of “democratic centralism,” the industry ministers now hold decisive management 
functions and have available operative interventionist possibilities in 

their indgustrial sector and branches, reinforced by central key point panning, 
state target managers, new state supervisory agencies such as the State 
Balance inspectorate and the State Quality Inspectorate. “Al) tasks to 

be accomplished centrally,” must be assumed by an indust cy minister, “becaus« 
they exceed the ‘scope of responsibility’ of a combine.” 


4. New Central Head Office for Technology and Quality 


At the 1983 conference on economics, Guenter Mittag had stressed the importance 
of product quality and design. Quality work, he said, more than ever befor: 
decides economic efficiency, design largely the product's salability and 
earnings. 


The authorities attempt to remove the weaknesses in this field by increased 
state interference. 


On 1 January 1964, new requiations*" on quality assurance took effect; 

by now they include all products (earlier only 54 percen). The industry 

ministries bear more of the responsibility for setting “product-relevant 
quality development” targets. The Standardization, Measurement and Commodit: 
Testing Office (ASMW) will in fact directly issuvue crucial quality criteria 
"for top products.” At the same time that office is taking charge of a 

new supervisory organization for combines, the “State Quality Inspectorate.” 
The technical supervisory organization, on the other hand, has en demoted 
tO a combine internal testing body. Together with a new statute” and 

the above mentioned regulations, the ASMW has been assigned exceptiona! !y 
comprehensive functions regarding quality development and assurance, and 
these functions have very weighty consequences indeed. They make the ASW 

a kind of central agency with powers of instruction and rights of intervention 

equal to a State Planning Commission for Technology and Quality. In coopggat | 

with the ASMW, the Office for Industrial Design assumes design functions. 
The concentration of assignments, expansion of functions and corresponding 
upgrading of a central GDR office to such an extent must be considered 

as a procedural change of a kind not seen in the GDR for a long time. 

It is understandable only if considered a response to the inadequacy of 

the combines’ and enterprises’ own efforts to improve product design and 

quality. 


3. impulses for Direction and Stimulation in the 1980's 


Since the beginning of the reorganization and reestablishment of combi n 

from 1. January 1978 and certainly not later than the enactment of the combi n 
decree“ of November 1979, it has been an urgent imperative for new management 
rules to adjust to the reformed organi zat iona’ structure, and the need 


theretore arose to introduce a change in the mechaniem of economi a went ing 











in the combine. ?? However, basica!ly none of the changes recorded since 


the early 17j0's. in particular the “growing role of socialist business 
management” --specially emphasized since 1973--including the corresponding 
mechanisms, really responded to « strict concept of reform. The principle 
of economic accounting remained a stepchild of the rationalization or reform 
efforts for many years. As concerns management practice in the combine, 

at least two, gejor classes of problems needed to be distinguished from 

this aspect. If they were to be dealt with, both required the rapid 
establishment of an appropriate mechanism: 





(1) The traditional and system-typica! functional weaknesses and, consequently, 
major difficulties, the elimination of which had been argued about in 
the GOR for decades--regardiess of the type of management. Indeed, various 
remedial methods had been experimented with as far back as the 1960's, 
and the GOR is to this day endeavoring to dea! with (hem. A prime example 
is the famous “soft plan.” 


(2) To be classified among the combine-specific manageria! problems are 
such topical issues as arise primarily in connection with the enforcement 
of the so-called largely integrated reproduction process--proclaimed 
at the time of combine establishment--(as a concomitant--however distant--to 
the integrated system of economic levers). The prime example here is 
the operation of economic accounting in the combine enterprise, restricted--as 
@ method of socialist management--in relation to the combine as a whole. 
In general this results in complicated disputes about competence demarcation 
between combine and combine enterprise with espect to contro! and stimulation. 
Financial issues (not to be dealt with in detail here) represent a key 
factor insofar as it is aimed by the largely integrated reproduction 
process to create a “largely integrated f'aancial management in the combine” 
with changed financial! relations, adjusted to the organizational structure 
of the combine. 
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The “Decree the Further Perfection of Economic Accounting on the Basis 

of the Plan,” enacted in spring 19862, was--surprisingly--the first direct 
Gecree of this king, being a “standardized, integrated and comprehensive 
legal) regulation” dealing with such an essentia! field since the introduction 
of the principle of economic accounting in spring 1952. The use of the 

term “perfection” also clearly fixed its importance as a “reform equivalent.” 
Since 1962 many additiona! regulations have been enacted, for example on 

the speedup and improvement of the efficacy of innovations and investments, 
on the improvement of the “economic levers” such as the production fund 

tax and the institution of the performace fund or the premium fund. #ith 

@ few exceptions, though, genuine reformist tendencies were missing. Almost 
a)) measures, including the many efforts to change performance indices 

of the enterprise net product and net profit, were mired in the realm of 
reorganization. 


The “contribution to socia! funds,” introduced in 1983, is among the rules 
Geserving to be classified as reform, geasures in the scope of ‘he further 
“perfection of economic account ing.” The estab!ishment of this new “economic 
lever” has considerable economic implications. The “contribution to socia! 
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utput by way of profits,°*’ one of the reasons being persistent contradictions 
etween value and function value. At least from the aspect of the economic 
leadership’s interest, much the same applies to the organization of longer-term 
ormatives of stimulation in the late 1960's. The “temporary orientation 
{ maximum profit earnings, disregarding demand-appropriate production 
ind the attempt in isolation to shape into economic levers the various 
types of the use of profits,” adopted in the late 1960's, had been abandoned 
because “financial and material operations” diverged. 


Despite all admitted defects, inadequacies”° and opportunities for manipulation, 
nterprise profit is allotted a greater place value as criterion of performance 
the mechanism of stimulation ("in the final analysis, all operations . 
the enterprise are reflected in the indices production volume and profit™).>” 
According to the notions of the GDR economic leadership, ‘ our main indices 


in the system of stimulation are to mobilize new driving forces of enterprise 
performance as gee decisive factors of the intensification ‘or the development 
n the combine: Net production, net profit, products ard services for 


the public and exports.** However, the plan index industrial goods production 
remains unchallenged as the first criterion for enterprise production growth, 
inead ot the group of indices relating to performance valuation (see section 
‘'.1. 2. bB, pp 21/22 of this study). 


By comparison with the status of the set of control and stimulation tools 

in the NES, some obvious difference are evident, for example the present 
rather enormous incidence of flanking control and penalty factors. It 

makes sense only if considered the admission of the lack of efficacy of 

the entire mechanism of management. Moreover, the lately increasingly 
important system of combine rules?? serve as a kind of commercia!-lega! 
"skeleton" in the combine and represent another stabilizing “net,” for 
jirection control and management. The status of the index figure profit, 

the regulations on the use of profits and the system of stimulation including 


the tinancial regulations, do not now correspond to the dimensions of 
the NES or ESS models. There are many additigga! unsolved problems with 
regard to economic accounting in the combine, in particular as regards 


operation with planning. The price problem, already in the 1960's a 
leftinite obstacle, remains a genera! barrier to the new iteria demanded 
in enterprise performance valuation by way of the profit as wel! as for 
the effects of economic levers. This is due to the fact that the elucidation 
economic events by accounting methods--indispensable for any stimulation--is 
by no means guaranteed to occur everywhere. 


*eeee 
}. Comparative Assessment 
» to now neither the industrial price reform of the 1960's nor later GDR 
ittempts to make prices and price planning more dynamic have had any success 


worth mentioning. Though the GDR itself uses the term “price reform" for 
the general correction of prices in one economic sector both in the 1960's 
“industrial price reform") and now (“farm price reform"), the results 

ire neither general changes in the types of prices nor the principles of 

price tormation, with the exception of some trends which, despite the basic 
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Efforts the ntrat n the introduction of a “standardized 


ten “; control and information aspects were 
t tem. In t! rst f time the system was perfected 
a seric f dec: 3 3 tly occupies pride of place among the 
t ised t nt: tl wy. Based on standardized and data 
Mne- ronic data processing the 
es to supervise the ful- 
aralle ' ist rior tandarcized system of accounting and 
statist , tiarst att 1a , the 1960's to reorganize information 
ations in the VEB‘s. Ti interest in the development and introduction 
of enterprise informati rems was igspired by, among others, the availability 
if computer ty} bot: 1967. One of the first main and effective 
type: fa nputer a re inmagement and information systems was represented 
by the “intecrated tem t automated information processing (ISAIV).” 
These were replacs rom i¥ 1 op by the so-called “automated management 
systems (ALS)" for enterpriss - since the early 1980's, the Dresden Robotron 
Combine has been ottering the “management information _system/Robotron (LIS/R), 
to serve as the “lis f ems yment" of its hardware. 
The program-techni 'utions of the earlier and current concepts of 
omputer backed management and information systems provide for controls 
as il if i : ] 
The organi zat ior ntifi echnical information and documentation 
began much eartier thn the build-u; f enterprise information systems. 
Even in the 19 ‘'s, the tirst documentation agencies operated as parts 
of a plann network of intormation and documentation organs. In the course 
f time. th leveloped into ¢! ‘DR's “information system science and technology 
(IWI)."” Also organized » -called “system of sociological! information 


In 1966, nsona fith the tior f the party and economic leadership, 
the GDI if ! f M ter i prir iples for the setting up of a 
"“nationa! ni format i ystem fis) .” It was to help present 
the entire tatistica na f relevant planning data in the form of 

a balanc: nes rga e vf itiona!l relations between the various 
management eve in tl for yf pyramid. The basic features of thie 
VIS rresponded t the mode! system prop@sed by Rudolph. It was intended 
to emp! lata { ing facilities as the most important aid for the 
realization of the ti elated to the setting up of the VIS. Among 
the partia! infort,atior yster f the VIS were, among others, the system 


f accounting and statistics, the IWI and enterprise information systems. 


| ii t t p of the VIS came to a halt after 

the Eight! : nar 1971. ON ioubt the reason was not merely the 
quantitative ind qualitativ inadequate computer capacities but also 

the complexity of t jenera tem that hindered its realization. 

It was tl pit t ' the above listed information systems with 

the help of f t is } ble to organize the flow of information, 


raking it nt teria within the existing management and 











planning structure. This 3s deliberately conceived in ich a way 
central state management organs are capable at each stage of intormati 
processing and availability and at each level within the management pyramid 
to contro! the VEB‘s and institutions involved in the planning process. — 


To guarantee a!! this, efforts even in the 1960's were directé t t 
development and introduction of standardized and data processing-appropriate 
documents. The use of such documents is incumbent on a!! enterprises and 
combines, and so on, by the planning order currently in effect and the 

. 4 
skeleton directive. 
In addition to EDP, mathematics and cyberneti ind, alongside these two, 
network planning techniques, gained increasing importance from the mid-1960° 

,*? 

on, aS “new” methods of intormation and contro!. 
enerally none of the measures rea!ized since the early 1980's in nnect3 
with the improvement of intormation and contro! should b onsidered retorms. 
In the final analysis these are actions to be interpreted as designs to 
improve the existing system of management and planning by the use of th 
opportunities offered by scientific-technical advances (microelectronics, 
text processing, and so on). 
Vil. Science and Techno!ogy 
Even in the 1960's, at the time of the NES, the realization tf “toy rentitic- 
economic leadership. Counci! of Ministers’ resolution ina lteg fatior 
were to help secure their implementation. However, as matter tand, tty 
various state measures did not resu!t in the success« expected in the 


long term, and the objectives connected with them remained !arge!y unrea!iz 


in the 1960's. The intended demonstration of the superiorit Lt the 1alist 
planned economy vis-a-vis economi systems organized on market « 
principles was reduced to a constant “struggle” for top rankings in t 


field of science and technology at least from that time onward. 


The noticeable further development of scientific-technica! advance ia 

been a centra! concern of the GDR party and economi lfeadershiy ; 

beginning of the 1970's also, within thi cop f the princip! f Hon ker' 

economi policies. Crucia! for this decision were mainly the mor ind 

more evident and rapid techno!logica! deve!opment n the leading Wester! 
industria! ountries and, not least, the mpe'!ling need t ensil my 
labor productivity and efficiency in al! sectors of the nationa non 

The phrase “mastering the scientific-technologica!l revolution” has bi 

endiess!y repeated ever since. However, acute inad » OS 

regarding the transter of scientific-technical perceptions to product 

ind Jacking independent initiatives by combin« ind VEB's prevent t he 
mooth development of scientific-technica rdvan ». Due t t! pr , 
tne lebate on persisting cetect and bott 'eneck n ti! imp! ntat 

of scientific-technologica! advances as we!! a ! it it) 

within the existing management and planning ste! ive increa 

the mid-19 )* " 

The measur’ adopt in the 1970's t eal wit i? t ' 
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lentitic-techno!logica! progress, especia!!ly in view of the intensive 
teve opment and increasead use of microe'ectronics, industria! robot equipment 
and EDP, was a centra! topic otf discussion at the Tenth SED Congress in 


1981.4 Such technologies are a!so to the tore as essentia! elements of 

ti economic strategy tor the 1980's, proclaimed by Honecker, anc as supporting 
a ars of the desired economic growth. As “main factors of intensification,” 
they theretore assume a key status in economic policy (next to science) 

and aré pecia! encouraged. Neverthe!ess, criticism has been increasingly 


voca! since the ear!y 1980's, due to the persisting difficulties in the 


implementation of scientific-technical assignments, because such defects 


as omplained of in earlier years as l!aggard attitudes to innovation?’ had 
sti!! not been eliminated, and even new performance criteria and objectives 
were “unduly oriented to immediate possibilities,” thereby virtually “programming” 


the backwgrdness of GDR science and technology by comparison with the internationa! 
standard. In theirs critiques, renowned GDR scientists actually began 

to question some long-standing taboos. They assigned the planned economy 

a Share jn the responsibil:* ~~ for the undue sluggishness of the innovation 
process. Socia! scientict Reinhold noted in this context that, precisely 
with a view of the development of technology in recent years, “old methods 

of managing and planning the nationa! economy” are bound “to contlict with 

ne new demands ot intensively expanded reproduction,” and would therefore 
have to be “step by step” turther developed and perte ted. A package 

t new measures and actions, in particular decrees, S a new step designed 
not on!y to do away with existing problems but a!so to stimulate better 
pertormances in the tie!ds of research, development and application. Mittag‘s 
iddress to the GDR Conterence on Economics on the occasion of the Kar! 

Marx Year 1983," once again mentioned various problems--discussed for the 
mgest time. In genera!, the latest measures initiated and objectives 
idopted for the further development of science and technology cannot be 


[l. Mathematical!l-Cybernetic Mode!s and Procedure: 


No doubt the NES was designed to perfect the planning and management system 
mn t basis of “scientific. management" and with the aid of an “integrated 
ten f economi le vers." The party program enacted at the Sixth SED 
(1963) also inc!tuded severa! basic statements on the rote ot cybernetics 
t mduct of the new economic policy.-* In tandem with the new economi< 
tives, yoerneti ind system theory as wel! as operation research 
ind economic mathematics acquired specia! importance as welcome management 
tools, and their application was much encouraged by the GDR party and economic 
ach nip. Many publications dealt with examples of the application of 
itaplie method ina processes, for exampie the optimalization of the 
annua! pan, optimum machine peration plans and, not ‘least, inter!ocking 
piancing. Ef rt were therefore specially directed to the deve lopment 
tf economic-mathematica! mode!s to be applied in balancing calculat ions. 
it wa med that it would be possible to present an inter!ocking balance 
t tor the economy a 1 whole by such mode!s designed to take into account 
t re tructut 9§ the entire national!) management system, including its parts 
(management f branches, VVB‘'s and VEB‘s). At the same time great efforts 
re made t ichieve the selt-regu!lation of the various part systems in 
the meaning o yoperneti Ss. 
‘ . as le 
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he party's anc the economic leader 


much attention to the various manag 

with EDP. In addition, it had becom 

the principle of “socialist busim : 
anc certainiy also within the tramewor) 
science, to deal with the applicat : 
set of tools from purely busine : 
However, new regulative prioriti« we 
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business relations between production and foreign trade, and the provision 

of materig!l incentives for the producers to stimulate higher foreign exchange 
earnings, a demand closely connected with the revaluation of foreign trade 
trom makeshift to national growth factor, a development that began in 

the Eastern Bloc at the end of the 1950‘'s.? 


Instead of the earlier administrative system of procuring and distributing 
goods for production by the state foreign trade enterprises (AHU), a confrontation 
with toreign markets was to be achieved by way of “realistic sales and 
purchase relations” based on business contracts. Earlier, the earnings 
achieved on foreign markets did not affect the production enterprise, because 
its plan was fulfilled upon delivery of the planned volume of goods to 

the AHU at factory prices. The state budget automatically equalized the 
profits or losses from exports for the AHU, by way of the so-called price 
difference account.’ In these circumstances it was just as impossible 

to gauge the export profitability of the production enterprises as that 

of the national economy. The basic concept for the future organization 

ft the foreign trade system was provided by the unpublished Politburo decision 
ot 14 July 1964, “Principles for the Application of the New Economic System 
of the Planning and Management of the National Economy in the Field of 
Foreign Trade” and, above all, the equally unpublished and even farther 
reaching Council of Ministers’ decision of 29 June 1966, “Directive on 

the Further Development of Economic Relations between the Foreign Trade 

and its Domestic Partners in the Field of Exports and Imports in the Second 
Stage of the New Economic System of Planning and Management.” Both decision: 
were debated in great detail and amidst much controversy, subjected to testi: 
and, from 1968 on, partially implemented. The conversion of planning and 

the changes in the legal and financial] relations between the AHU's and 

the production enterprises or VVB's were the most important steps for the 
achievement of the reform objective mentioned above--the involvement of 


the AHU's, VVB‘s and enterprises in the foreign trade result and, consequently, 
t he incellation of the automatic price equalization. 
Foreign Exchange Countervaluve Planning and Integrated Operating Result 


he most important step toward producer participation in the foreign trade 
resuit was the abandonment for exports of the domestic settlement price 

based on enterprise prices). Following initial experiments since 1963, 
‘tate plan targets for exports were assigned from 1967 on at foreign exchang 
settlement prices (foreign exchange countervalues), based on industria! 

sales prices and supplemented by export profitability indices. So as to 
make these hitherto “plan-foreign” values visible in interna) enterprise 
accounting, normatives for the foreign trade result exports were set a!! 
AHB‘s and VVB‘'s as wel! as some VEB's from 1967.0on. Gradually from 1968 
mand generally with effect of 1 January 1971, export results were inc!uded 
in enterprise accounting by al! centrally managed industries and the construction 
industry. Ever since, enterprises have been establishing the so-ca! led 
integrated operating result. 


This is made up as fo!lows: 





Domestic Result = Difference be costs and earnings from 
goods so'd at bh nd abroad at industria’ 
sales prices 

plus 


Export Result = Difference between export earnings and export 
costs. 


It transpired already in the initial stages of the reform, that export 
earnings could not be entered unadjustec in the operation account of 

the enterprises. The experimental stage providec ‘nough practica! examples 
of the danger arising that enterprises would prefer to send their exports 
where the highest foreign exchange earnings were to be achieved. This 
undermined foreign trade planning and compulsions (trade agreements within 
CEMA). To prevent this, a complicated system of conversion coefficients 
differentiated by foreign exchange areas and coupled with standard setting 
quotas for individual! countries was introduced from 1965 on. Of course 
this definitely watered down the actual effect of export earnings on the 
operating result. 


3. The Failure to Transform the AHU's 


The second objective of the reform was the organizational! linking of industry 
and foreign trade and, consequently, the establishment of management relations 
in foreign trade with the involvement of industry. It was therefore intended 
to gradually transform the state AHU’s into VVB sales organs. The 1964 
“principles” for the application pt the NES in foreign trade, cited above, 

set out the following conception: 


“Consonant with international! trends that are resulting in the increasing 
interlocking of production and foreign trade, the foreign trade enterprises 
will gradually assume the nature of sales organs of one or more VVB's in 
accordance with the production principle (in the meaning of legally independent 
and dually subordinated subsidiaries) .” 


This conception never advanced beyond the test stage. Ina very few cases 
only, AHU's were actually detached from the sole competence of the (then) 
Ministry for Foreign Trade (MAW) and assigned to VVB‘s or industry ministries. 
A few VEB‘s or combines were themselves assigned ful! foreign trade functions. 
The prime examples were the Jena Car) Zeiss VEB (1964) and the Ruhla Machine 
and Watch Combine (1968). Enterprises with foreign trade functions were 

also and at the same time accorded the legal! status of an AHU and, with 
respect to their foreign trade operations, subordinated to the Ministry 

for Foreign Trade. Affected in every case were combines or enterprises 

of a reasonable dimension with import or export monopolies in the GDR. 

The continuing transfer of foreign trade functions to enterprises and combines, 
though specially provided in the above quoted 1966 “directive,” did not 

in fact occur, because collisions with the state foreign trade monopoly 

were feared. The general subordination of the AHU‘sS to VVB‘s or industry 


ministries also failed, among other reasons because in many cases one AHU 
would have had to be subordinated to several VVB's at once. The multiplication 
of AHU‘'s consonant with the number of VVB‘'sS was rejected. As the inc!usion 


of export results in operating accounts compelled a change in contractua! 
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lll. Retorm Initiatives in the Course of the Transformation and New Estab! ishment 
| Combines 


1. Radical Changes in Foreign Trade Frame Conditions 
In contrast to the 1960°s, foreign trade was supposed to have a centra! 

role in the national economy of the 1970’s and, even more so, the 1980's. 
International recognition had evidently had the effect of getting Western 
countries prepared to grant loans to the GDR, and this provided a basis 

for an entirely new foreign trade conception. Within the framework of 

this conception, the GDR*s economic potential was to be modernized in the 

farst half of the 1970°s by a largely credit financed rise in technology 
intensive imports. In the second half, these loans were to be paid by 

means of an expansive export policy. This conception failed due to internationa! 
as wel! as national economic developments. The main reason was the rapid 
leterioration in foreign trade exchange relations (terms of trade), caused 

by the post-1973 explosion of raw materia! prices (specially 011) and 

its effects on price trends vis-a-vis the Soviet Union from 1975 on. By 

the end of 1975, debts to Western banks already amounted to U.S.$5 billion, 

ind the GDR was not only unable to lower them by the end of 1980, the debts 
actually doubled to at least U.S.$10 billion. This precarious financial 
situation was exacerbated by the fact that substantial debts had been incurred 
1/}SO with the USSR, the GDR‘s most important raw materia!s supplier and 

trading partner. 


“he general problem of the GDR economy’s efficiency, the unwieldiness of 

its economic organization, in particular the renewed rigidity of its foreign 
rade apparatus, prevented its export policy from being successful, despite 
the urgency of the need caused by the : eadily worsening situation. Foreign 

trade givens thus turned into a decisive reason for the most extensive 

yet reorganization of the GDR economy, this time affecting all sectors. 


Vague Conception at the Beginning of the Combine Reform 


\fter the initial reform attempts of the 1960's came to a stop, no more 
than procedural changes occurred until 1978. These mainly affected planning, 
ym the basis of the socialist economic integration, touted since the 1971 
‘omplex Program. Strong centralization trends were discernible trom 
1976 on. The Foreign Trade Decree of September 1976, for example, the 
first to summarize the complicated competences of a!) state and ecoromic 
rgans involved in foreign trade, served to discipline and subject these 
rgans to the strict control of the Ministry for Foreign Trade (MAH). 
It changed nothing with regard to the greater coordination between the 
foreign trade organs and industry,that had failed in the reform period 

the 1960's. As before, the far reaching organizationa! separation of 
production and foreign trade allowed responsibility for unfulfilled export 

ans to be shunted back and forth between the MAH and the industry ministries. 


With the onset of the transformation and new establishment of combines 

it the turn of 1977/1978, the foreign trade apparatus began to show signs 
f movement. In early 1978, Erich Honecker first outlined the ,grandiosely 
olanned “new"relationship between industry and foreign trade: 
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are assigned to the economic unit via two channels. The AHB‘s dual subordination 
was taken into account by several supplements to the 1981-1985 Planning 

Order. In addition, internal and unpublished “Principles for the Ministry 

for Foreign Trade's Cooperatic=:= with the Industrial Ministries... for the 
Integrated Management and Planning of Foreign Trade Operations” were issued 

for 1984. 


1. In view of the dua! subordination and on the basis of the targets, the 
MAH will in future coordinate with the industry ministries?? the foreign 
exchange relations by countries and hand over the appropriate indices 
to the AHB’s or, in the case of combine owned AHB‘'s, to the general] directors 
of the combines. 


2. The industry ministries and other central state organs plan in dimensions 
in kind and values the foreign trade tasks within the scope of their 
total plan and hand over the indices to the combines. 


The following indices, now to be coordinated at the level of AHB's, combines 
and economy managing organs,?? represent the basis of foreign trade planning: 


1. Exports and imports, respectively separate by socialist and nonsocialist 
economic and monetary regions, in volume and foreign exchange countervalue 
as well as at domestic prices. 


2. Exports and imports of the state plan headings, separate by economic 
regions and again separate for the USSR. 


3. Shipping costs and trading margin. 


4. Export and import profitability, separate by economic regions. 

—_ 
With effect from 1 January 1982 combines assigned an AHB or foreign trade 
section, as wel! as other selected combines, are made responsible for guaranteeing 
the planned foreign exchange revenues and, for the first time, allocated 
a new state plan index for fors gn exchange revenues from NSW jnonsocialist 
monetary area]. From 1984 on, the combines are for the first time also 
getting plan targets broken down to key nonsocialist countries. While 
export planning proceeds down to enterprise level, import planning ends 
with the AHB and combines assigned balancing. The AHB‘s hold the key; 
together with the balance organs they must ascertain “nationally justified 
import needs." To an even greater extent than in the past, the supreme 
principle is the most conservative use of foreign exchange and the rep!acement 
of imports. The AHB must provide information about the most favorable 
procurement opportunities and submit proposals for substitutions. If differences 
arise between the import needs not ified.and the state country indices, 
the competent state organ is to decide. — 


5. Stimulation Measures 


Without financial stimulation, the organizational changes in the foreign 
trade apparatus and the subsequent closer coordination of decisionmaking 








between production and foreign trade as wel] as the greater refinement 

of plan coordination alone do not guarantee export oriented behavior. 

The most important economic lever for the financial stimulation of enterprises 
was the integrated enterprise result, generated in the age of reforms though 
much impaired in its control function. Honecker's call for a integrated 
Organism of producer and sales organs had to be reflected in financial 

as well as organizational relationships. The first Step, as of 1 January 
1982, was the establishment of a combined and integrated combine operating 
result, that includes the Operating result (EBE) of the combine owned AHB: 


Combine EBE = Domestic result 


+ Export result (difference in foreign exchange 
earnings, converted into marks and costs of exports) 





+ |AHB result (aitference of trading margin earnings 
and circulation costs 











At this point we clearly note the contradictions arising from the dua! status 
of the combine owned AHB. On the one hand, the AHB is subordinated to 

the general director--just like any other VEB in the combine, on the other, 
from the standpoint of combine fund management, the AHB's legal status 

is quite different from the other combine enterporises. While fund management 
is integrated between the combine and its enterprises, the funds (in marks) 

of the AHB--established in foreign exchange counter values accordino to 

the foreign exchange plan--are not part of combine fund management, due 

to the foreign trade and foreign exchange monopoly. Foreign exchange earnings 
must be offered to the state German Foreign Trade Bank (DABA) against payment 
in marks. Foreign exchange spending on imports, loan repayments and interest 
may be handled only by the DABA. The financing directives of January 1982 

and April 1983 therefore do not apply to the AHB. The centralization and 
redistribution of net profits by the combine, decreed in these directives, 

do not affect the combine owned AHB. Consequently, the AHB result is deducted 
to establish the combine's net profit: 


Combine EBE 
+ Allocations as per the legal] regulations 


-/. Production fund tax 





-/. Use of the AHB result 











= Net profit 


The AHB‘'s net profits and its profits not due to its own performance, 
however, are paid to the state budget. The combine EBE, expanded by the 
AHB's operating result therefore represents no more than the difference 
between the combine's production and circulation expenditure on the one 

hand and the prices obtained abroad on the other. The stimulating effect 

is merely imaginary--combines and AHB's are supposed to conduct :the struggle 
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for the fulfillment of the export plan from integrated positions. *7° The 


authorities hope for a stimulating effect on combines and enterprises with 
regard to export fulfillment to arise from the “upvaluation” of the indicator 
“realized export at foreign exchange counter values” to one of the four, 

main indices of performance valuation of combines from 1 January 1984. 


It seems that one of the most important accompanying incentives from the 
age of reforms has been revived some years ago--the foreign exchange claims, 
mentioned earlier, which had been abolished in 1970. According to internal 
orders, some enterprises have beeg allowed the opportunity (since 1976) 

to set up foreign exchange funds. Permission for a foreign exchange 

fund is granted selected export enterprises--exporting for hard currencies--and 
AHB's. Condition for the permission to hold an export fund is an increase 
in exports over the preceding year or the overfulfillment of state plan 
export targets. The AHB gets an allocation only if the foreign exchange 
yield plan is fulfilled. The foreign exchange fund may be useg,to finance 
Output improving imports or improvements in customer services. The fund 
is cut if state plan targets for export profitability in the nonsocialist 
monetary area are not observed. Loans and interest rates are used to 
Stimulate exports in addition to foreign exchange funds. Foreign exchange 
loans are allocated industrial enterprises as wel] as loans in marks. 

The latter were also known in the 1960's. 


IV. Unsolved Problems 


In contrast to the reforms of the 1960's, with their emphasis on the introduction 
of foreign exchange counter value planning and the integrated operating 
result--both in the realm of monetary controls--, the latest measures concentrate 
on the organizational integration of industry and foreign trade, something 
that failed in the 1960's. Other than in the 1960's, completion cannot 

be judged by the goals of an initially proposed conception. All indications 
point to the lack of sitch a conception. Guenter Mittag's remarks at the 
conference on economics in September , 1983 also do no more than arouse the 
impression of a post hoc conception. 


"The combines were therefore gradually assigned responsibility for the 
accomplishment of foreign trade tasks by the establishment of appropriate 

groups of foreign trade enterprises; these sales organs were dually subordinated 
SO as to preserve the foreign trade monopoly. These steps also were taken 

at various times, the majority only when most of the combines had already 

been established and consolidated.” 


The compelling need for coordination between industry and foreign trade 

arising from the dual subordination as well as the shifting of responsibilities 
fopr the accomplishment of foreign trade tasks to the combine level doubtlessly 
represents a modification of the state foreign trade monopoly. On the 

other hand, no autonomous decisionmaking powers for foreian trade at enterprise/ 
combine level (such as envisaged in the reform conception of the 1960's) has 


been considered. 


A minor modification of the state foreign trade monopoly is to be recorded 
also in the handling of fcreign trade transactions. In general the export 
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producer is ,ptill unabie to conclude agreements with foreign firms on his 

own behalf. The organizational separation of the export producer from 

the foreign market continues. Now, though, at his own request or that 

of the AHB, the producer may be involved in the negotiations with the foreign 
partner anc thus bring his influence to bear. 


Some long-standing problems still await settlement, while new ones were 
created by dual subordination. 


1. Competence conflicts with respect to individual decisions are preprogramed 
between the management organs (industry ministries/combines) on the one 
hand and the MAH on the other. This needs to »e counteracted by an abundance 
of (unpublished) Council of Ministers’ resolutions and joint directives. 
Collisions occur in particular with regard to the Roinciple of one-man 
management of the respective superordinated organ. Evidently not much 
help is to be had from recourse to the experiences gathered since the 
1960's regarding the dual subordinations of the admittedly very small 
number of AHB‘'s which had been detached from the sole competence of the 
former MAW. It is said that, as the result of the lack of legal regulations, 
AHB's and enterprises which were dually subordinated for a long time, 
in case of “coordination gaps,” tend to deduce the “mandatory effect 
of instructions from other lines of instruction" than now. 





2. As in the 1960's, all measures again unilaterally affect exports. Though 
combine owned AHB's and foreign trade sections act on behalf of a combine 
in export transactions, they are competent for several combines in the 
matter of imports. 


3. The absolute binding force of central state planning continues to obstruct 
the desired greater flexibility in foreign trade by the involvement of 
the industry level. Direct interventions by party resolutions, resulting 
in sudden switches of particular export headings, additionally aggravated 
the already extremely tense situation at the beginning of the 1980's. 


4. Enterprise accounting, unilaterally concentrated on exports, continues 
to obstruct the self-financing that was aimed at as far back as the 1960's. 


5. Also still unsettled is the problem how to measure national foreign 
trade prof‘*ability and enterprise export profitability. 


The last point touches on the cardinal problem of socialist economic systems, 
the problem of prices. None of the latest refinements of price formation 
methods are able to abolish the separation of domestic and foreign trade 
price levels. A practical example may demonstrate the lack of compulsion 

to business-like action caused by this discrepancy. A ladies’ wristwatch 
type caliber 33 earns (converted) 13.40 valuta marks when exported; the 

cost of imports needed to produce it amounts to 19.17 valuta marks. The 
suggestion that import outlays included in export goods should be planned 

in valuta marks, merely amounts to more tinkering. 
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The unsettled problems cited are bound to produce constant further changes. 
One trend is already discernible in the organizationa] field. Here, as 
in the 1960's, the Jena Car] Zeiss Combine has assumed the role of pilot. 
The entire procurement ang sales (inland) combine directorate was integrated 


in the combine owned AHB. For the time being we must still] guess at a 
development that should actually be obvious given the present status of 
the reorganization: The conversion of the combine assigned foreign trade 


sections in combine owned AHB’‘s. Reports from the factory floor indicate 
that this is in fact not to be expected for reasons of space and personne! 
Even the earlier relocation of the personne] of AHB‘’s domiciled in Berlin 
at the time of the incorporation in combines or the reform of the AHB'‘s 
represented great hardship for those affected. On the other hand, the 
benefits of the new type of organization are at least in part canceled 
by the retention of the physical separation between combine and sales organ. 


It is still too early to assess the success of the new type of organizational 
division between foreign trade and industry because, as suggested earlier, 
changes of such dimensions are bound to involve initia] losses due to friction. 
The latest measures certainly have no more than a limited application to 
the more successful development of foreign trade since 1981 and the partial 
consolidation of externa! trade relations. The prescription for any success 
scored was made up of stringent import restrictions and export boosts at 
the expense of domestic supp) ies. 


E. Result 


As regards the reasons for changes in the earlier system of management, 
planning and stimulation, an analysis of the present reform initiatives 
in the GDR shows great similarity with the causes to which the 1963 introduction 
of the “New Economic System” was ascribed. Ulbricht explained a propos 
the “ system of economic levers": It should be so organized “that it helps 
on the basis of the state plan secure improvements in labor productivity 
with the aid of scientiftic-technical progress, cost reductions and the improvement 
of the quality of production, increases ir the power of accumulation of 
our national economy by the rationa) utilization of material and tinancia) 
funds and the enforcement of strict conservation in all sectors of our 
social life.” When we compare these objectives with the key issues listed 
by Honecker in 198] for “the economic strategy of the 1980's,” we are bound 
to note a far reaching coincidence (almost literal in some cases)-<-clear 
proof that the weaknesses of the economic system designed to be removed 
by the NES, had not been successfully dealt with in the tntervening 20 years. 


One of the key issues cited by Honecker does, admittedly, exceed the objectives 
of the NES: The call for the “significantiy better utilization of raw 
materials and fue)." In the early 1960's, the currently crucia) materials 
bottleneck was not anything !ike as important for the GDR, because industria}! 
production and motorization stood at a considerably lower level than now, 
so that materials requirements and, in particular, 011 needs were much lower. 
In 1962, for example, 2.6 million tons crude 013] were imported, compared 
with 21.7 million in 1982. The sharp rise in the price of imported energy 
sources and raw materials as we)! as the credit squeeze to which the GDR 
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Was subjected on Western money and capital markets from the end of 19861 
on, due to the large volume of borrowing in the 1970's, were certainly 
very important and acute reasons for the reform attempts. However, the 
deeper reason is the lack of efficiency of an economic system that stifles 
individual initiative and competition as a motive and balancing force, prevents 
the action of the regulating force of the market and market price formation, 
or at least restricts them to a fairly ineffective minimun. 


As for the types of industrial organization, of course there are differences 
between the NES and the present reform initiatives. However, in view on 
the concentration effect intended, they are hardiy very fundamental. According 
to the intentions Ulbricht described when proclaiming the NES, the VVB‘s 
also--following conversion to economic accounting--were on their own responsibil- 
ity to organize an “integrated reproduction process,” just like the combines 
today. Admittedly, the managers of the enterprises merged in the VVB‘s 
were to be granted more responsibility and more rights than enjoyed now 
by the directors of combine enterprises vis-a-vis the combine management. 
Granted also, the VVB‘'s tailed to achieve this objective. In his speech 
of September 1983, Mittag confirmed that the VVB‘s had been “essentially 
an administrative management organ without organic connections to the reproducti- 
on process." The SED expects the combines to flexibly respond to changes 
in demand and, at the same time, organize their output with the greatest 
possible efficiency. Even now, though, some difficulties are discernible, 
arising from the demarcation of the decisionmaking scope between ministry 
and combine management. We should mention at this point that Ulbricht 
described the VVB's (envisioned by him as equipped with the far reaching 
management functions) as “some kind of socialist corporations,” while Mittag 
said in 1983 that the socialist industrial combines were not simply “large 
economic units” but new socioeconomic categories of the process of labor 
in the conditions of the developed socialist society.’ In fact the nature 
of the present combiner is much closer to that of “socialist corporations” 
than that of the NES VVB‘s. 


The incorporation of the foreign trade enterprises in the combines, described 
in Part D of our study, is certainly very important. This measure is closest 





to the NES conception. Despite the potential clashes due to dual subordination, 


we may assume that the much tighter relations with production will serve 

to create better prerequisites for the accomplishment of export tasks. 

Given the fact that exports are now a far more compelling need for the 

GDR than in the early 1960's, this organizational shift may well be considered 
one of the most important new reform efforts. 


Concerning management, it was the objective of the NES by "an integrated 
system of economic levers" to make superfluous the “nothing but adminstering,” 
sharply reproved by Ulbricht. As we explained in Part C of our study, 

this objective was not achieved. Though some new “economic levers,” in 
particular the production fund tax, were introduced, no really “integrated 
system” has been put in place at any time. The root cause has been the 
imperfection of the price system. Though the 1964-1967 “price reforms” 
changed the amounts and relations of the prices of many commodities, they 

did not amend the methods of price formation. As the distortions in the 


oe) 








price relations were not removed, the evidentia! value of many variable: 
remained insufficient, and the ability of economic accounting to function 


as the centerpiece of the management set of tools was impaired. That applie 
specially to the profit that, in the NES, was supposed to become the “decisive 


criterion for the appraisal of the performances of enterprises and their 


managers." The “directive” had called for the integrated system of economic 


levers to operate on the principle “that which benefits society must also 


benefit the individual] socialist enterprise and the working people emp! oyed 


there.” 


This maxim--realized to a smal) part only in the NES--was taken over by 
Honecker and Mittag and expressed in a very similar phraseology. However 
its implementation stil] encounters the unsolved problem of “correct” pri 
formation in the meaning of the system. 


GDR economic policy in the recent past clearly indicates the discordance 
between the use of “economic levers” on the one hand, and management by 
decree on the other. "Economic levers” are the same as those tools now 
usually described as tools of indirect control or tools for parametri: 
guidance or used to shape the framework. It is the essential feature of 
these methods that enterprises or working people are to be induced to a 
particular action or to stop some kind of behavior without explicit order 
being given to that effect. Gernot Gutmann calls it presetting explicit 
Or implicit behavioral norms. By affecting costs, the production fund 
tax, for example, is designed to spur enterprises to economize capital; 
the organization of the premium funds is to provide an incentive tor the 
workers to raise output. 


When the NES was introduced, the authorities hoped by such methods and 


tools to achieve the fine tuning of economic events while in part renouncing 
direct intervention. Of course this did not mean the repudiation of centra! 


planning which--as a “scientifically drafted long-term plan"--was to be 
brought to an “inevitable relationship” with the “economic levers.” In 
fact the results of these efforts were highly unsatisfactory; it was pos: 
neither at the time of the NES nor that of the ESS to forego directive 
regulations. At the 1983 conference of economists also, synchronization 
of central planning and economic accounting was described as a goal, not 
a present reality. 


As we said before, no document comparable to the comprehensive “directive” 


for the New Economic System has been issued this time. It is therefore 
hard to be sure about the SED leadership's basic conception of the tools 
for carrying out its economic objectives. We might know more if the text 


; 


of the resolution adopted by the Politburo in February 1983 and other related 


Politburo decisions “on ™easures on the further perfection of management, 
planning and economic accounting” were known to us but, like most such 
resolutions, they have not been published. The actual events of recent 
years indicate the use of “economic levers” as we)! as of directive meth 
A typical parametric reguiation is the “contribution to socia) tunds, * 
introduced as of 1 January 1984. This is in fact a payro!)] tax, desian: 


’ 


to motivate the enterprises to manpower Savings by substantial!y raising 








wage costs and, at the same time, serve the absorption of money. Important 
regulations in the sector of credit policy are in the same class; they 
include interest discounts for planned loans if specific performance or 
efficiency criteria are surpassed, interest surcharges if they fail to 

be observed. On the other hand, almost all regulations on the conservation 
ot energy and materials are of a typically directive nature, and so is 

the order of 2 August 1983 by which the earlier “period of normative use” 
for many machines and equipment was extended by at least 30 percent. 


In genera) regulations of a directive nature predominate among the many 
measures of recent years in the field of management, planning and stimulation. 
The initiators of the NES, for their part, almost certainly assigned greater 
value to parametric standards of behavior. As it is, there is simply no 

such thing as a set of incentives comparable to the “integrated system 

of economic levers.” Obviously the SED did not even intend to set up such 

a system. The “perfection” of economic accounting, called for by Mittag, 

is comparable at best from the aspect of the operational! principle. 


When we consider the far reaching coincidence of the 1963 and 1982/1983 
objectives for GDR economic policy and the fact that the present reforms 
initiated to this point did indeed fturther develop and in part refine the 

set of tools for economic policy but did not basically change it, we think 

it an exaggeration to regard the recent measures as a second “new economic 
system.” Although even the 1963 NES did not relinquish the decisive basic 
elements of a centrally administrated economy on the Soviet mode), the 

attempt to replace “nothing but administering” by “economic levers” did 

indeed amount to a genuine reform. None of the measures of recent years--pre 
ine tnntely chong ‘hn procedurt ‘egulations--operated a chang f such dimensions 
by compar ison with earlier conditions, nor can this be read into the speeches 

by Honecker or Mittag. Of course we must not underestimate the significance 

of the current reform attempts. The preceding sections of our study have 

shown that the are (or should be) effecting important improvements in more 

than one instance. The affirmation of intensive instead of extensive economi< 
growth is tar more emphasized in economic policy, and so is the high value 
attributed to scientific-technical progress, the involvement of new technologies 
as well as mathematic-cybernetic processes. None of this, though, makes 

for any change in the system. Too much remains in question, too many problems 
unsettled, promising tools lack for the achievement of the objectives proclaimed. 
The question remains open whether the many and difficult problems of the 

GDR economy can really be settled by the methods and with the tools so 

far discernible, or whether the present retorm efforts wil! suffer the 

same fate as the erstwhile “New Economic System.” 


FOOTNOTES 
Notes to Part CC, Section I: 


24. Involved here is the so-called program method. in the GDR this is 
interpreted as the comprehensive compilation and management -organi zat iona) 
correlation of all relevant factors needing to be planned for the Long 
term and in their nationa) interrelationship for the technical-procedura! 
preparation of national) programs (such as the housing construction program 


or raw materials and fuel supplies). See H.-H.Kinze, K.Muencheberg,H.Sange: 
“Langfristige Planung” [Long-Range Planning|, Berlin 1981, pp 201ff. 
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POLAND 


SEJM, PRON DEBATES ON ECONOMIC REFORM PROGRESS CONTRASTFD 
Warsaw TYGODNIK ROBOTNICZY in Polish No 45, 4 Now 84 p 4 
[Article by Waleria Mikolajczyk: "The Reform? Uncompleted"] 


[Text] It happened that on the same October day two 
sessions dealing basically with the same question took 
place: a Sejm session in which one of the basic points 
of the agenda was the realization of the reform, and a 
session of the PRON team on the cconomic reform. During 
the latter, the subject of the deliberations was initial- 
ly limited to the role of associations, but in the final 
outcome it was expanded to cover nearly all the \sseves of 
the reform. It seems that a comparison of the course of 
the deliberations of those two bodies and of the pronounce- 
ments made will be extremely instructional. 


At the Sejm session, as Min Wladyslaw Baka emphasized in his pronouncement, a 
far-reaching convergence of opinions between the deputies and the povernment 
with regard to the realization of the reform was noted. The positive results 
brought by the realization of the reform were strongly emphasized at the Sejm 


session. The growth of industrial production, improvement in the market situ- 


ation, a higher than planned growth of the national income, and 4 positive 
balance in the trade with capitalist countries were due largely to the re- 
form, as Deputy A. Melich, representing the Commission of the Economic Plan, 
Budget and Finances, streesed,. 


Even though improvement in the efficiency of management was not sufficient 
according to some deputics, in the opinion of Min Baka it was considerable. 
It was manifested, among other things, in a great reduction of the matertal- 
intensiveness of production and a considerable increase in work efficiency. 
(On the other hand, it is difficult to make ovt what Min Baka bared that 
decisive statement on, because it is difficult to get an unequivocal opinion 
on work efficiency from the data published by the CUS: it looks one way in 
the financial calculation, differently in the material calculation, still 
differently when converted to man-hours, and altogether differently when 
converted to the time actually spent working during the week, ) 
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Perfecting Mechan/ «ms 


It is true that deputies asserted there were numerous shortcomings in the 
realization of the reform: the growth of prices and wages still not fully 
under control, the small impact of the reform on the cfficiency of management, 
particularly on the lowering of costs, rationalization of employment, improve- 
ment in the quality of products, and technological progress; the minimal 
effectiveness of investments, inefficient action of the parametric methods, 
which, among other things, was the reason for poor results in the realization 
of central plans and the return to the directive methods of managing the eco- 
nomy of some central institutions, caused by poor knowledge of parametric 
methods; finally, negligible results in the restructuring of the economy. 


The deputies placed the blame for the shortcomings in the realization of the 
reform, however, to a large degree on enterprises which did not manifest a 
sufficient interest in lowering the costs of production and improving the 
quality of products, and did not show a sufficient proclivity for moderaizing. 
There, too, the reform met with passivity and lack of initiative. 


In the opinicn of the deputies, however, the shortcomings in the realization 
of the reform can be remedied by cosmetic measures. To this end, in the 
near future we must focus on the elaboration of effective methods of param- 
etric steering of the economy by the center, branch and functional ministries. 
The system of these methods must be made cohesive, and mechanisms enforcing 
efficiency and promarket orientation of industry must be worked out. It is 
also necessary to correct the so far ineffective system of establishing 
prices, so that enterprises which are forced to stick to official prices do 
not have to resort to subsidies. In a word, there can be no talk of reversing 
the reform, only about improving some of its mechanisms. Such indeed was the 
rather unanimous tone of the statements at the Sejm session, which found its 
expression in a resolution it undertook. 


A Strong Hand or Integration of Goals? 


On the other hand, at the session of the PRON team on the economic reform a 
far-reaching discrepancy of views among its participants could be observed: 
from the statement that the reform had already achieved a lot, perhaps too 
much, particularly in the sphere of managing industry, through the view that 
the reform was received by many groups as not fully satisfactory, to the 
opinion that the reform in the way it was being carried out was creating a 
successive mutation of the centralist system. 


The first view, that the reform achieved perhaps too much in management, was 
represented mainly by Ryszard Bryk, deputy minister of Setallurgy and Machine 
ndustry. He argued that resignation from the intermediate Link in managing 
industry was one of the basic reasons why no agreement could be achieved be- 
tween the plans of enterprises and central plans, and the economy could not 
develop in the right direction. The associations [zrzeszenia|, which came 
into being after the liquidation of federations [zjednoczenia], did not re- 
place them, but became representatives of industrial enterprises, without 
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undertaking any coordinating actions in the process of production. Some steps 
must therefore be taken urgently which would create an organization able to 
steer industrial enterprises. In the ministry of Min Bryk, preliminary work 
in that direction was already underway. The possibilities of creating com- 
bines, independent economic organizations, or industrial economic organiza- 
tions, were being considered. 


The point was not in this or that model of subordination of industrial 
enterprises, replied Dr Hab M. Leszczynski from the SGPiS [Main School of 
Planning and Statistics]. As long as the central plan did not respect the 
interests of industrial enterprises and their crews, it would remain only a 
piece of paper and in no way would we be able to achieve the conformity of 
enterprise plans with the central plan. Efficiency in the economy could only 
be achieved by taking care of interests. No organizational changes would 
bring any results. The basic problem was in the integration of the economy's 
superior goals with the interests of the enterprises. The point was to create 
such an economic policy as to allow particular production enterprises to 
pursue their own interests and goals and at the same time realize the superior 
interest of the national economy. 


Such a conformity could, however, be achieved only by parametric instruments 
and not by another reorganization. Our parametric mechanism, on the other 
hand, which was to bring about the necessary conformity of particular goals 
with the superior goal, to a great degree was poorly constructed. Thus the 
center again moved on to a “manual steering" of the economy, which, consider- 
ing the degree of complexity with which we are dealing today, could not be 
effective. All the same, this “manual steering" seemed to be convenient for 
many. For example, reliefs in taxes for the PFAZ [State Vocational Activiza~- 
tion Fund] seemed to be advantagous for the ministries, which thanks to them 
felt a sense of power and self-importance, as well as for those enterprises to 
which it seemed that they gained some improvement in their situation because 
of the good will of the ministry or thanks to their own cunning actions. As 
a matter of fact, however, advantages from such a “steering” were highly 
doubtful for the national economy. It was, among other things, due to the 
continuous returns to centralization that many groups viewed the reform as 
not fully satisfactory; such was the opinion of Dr Hab R. Zglinski from the 
Polish Academy of Sciences--and opinions about its inadequacy were being 
spread in various circles. 


Restructuring--the Chief Problem 


Deputy Zdzislaw Malicki, who has had long practice in industrial management 
(he was, among other things, for many years director in an industrial giant, 
the Stalowa Wola Steelworks), went much further in his arguments, pointing out 
that the lack of conformity between enterprise plans and central plans was not 
an argument for the reanimation of the previous model of managing the indus- 
try. In our economic practice such conformity never existed, even during the 
period of the most centralist management. First, enterprise plans designed 
according to the wishes of the superior organs were accepted, only to be cor- 
rected later many times in the year because they were impossible to execute. 
It was not that discrepancy which was the chief problem of our economy today, 
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and it was not by solving this problem that our industrial production would 
increase many times, although only a qultiple increase could satisfy us in our 
present situation. Our chief goal today is to restructure the Polish economy 
in such a way as to bring about a shift of a large part of the production 
potential from the branches of the industry producing investment goods to the 
still undeveloped branches producing goods which serve to meet daily human 
needs. 


Thus the tasks consist of working out a goal mode! of the structure of pro- 
duction: to establish the position and the potential of the food, light, 
furniture, and household goods industries, and then to strive consistently 
toward the acnievement of the established structure. One must, however, real- 
ize that the change in the structure of production mist lead to a shift of a 
considerable number of the means of production and funds from those branches 
of production which now have the overwhelming majority of them (those pro- 
ducing investment goods) to those which until mow are very poorly equipped 
with them (those producing for the market). 


Obviously, mo branch of industry will want to resign voluntarily from its 
material superiority. It will, quite naturally, defend its own interests. 


By the fact that branch ministries steer associations, and those in their turn 
steer enterprises, a lobby guarding the interests of this branch is created. 
Thus it is mot the center which steers the branches, but on the contrary, it 
itself is steered by the branch lobby. This effectively blocks the eclabora- 
tion of the optioum model of the structure of the Polish economy. Thus, until 
such a goal model is worked out, we ought to oppose the existence of any 
groups guarding the interests of particular spheres of industry. 


A Strategic center ls Urgently Needed 


However, the elaboration, and what is more important, the implementation of 
such a model will not be easy, because a “multilevel,” incohesive Center, com- 
posed of both branch ministries and the Planning Commission in the chief posi- 
tion, cannot easily create a cohesive economic policy. In order to create it, 
in the opinion of the director of Wyszkow Furniture Factory, branch managing 
of the economy must be eliminated. So far, this has not been achieved at all. 
One intermediate level of management has been removed--the federations, which 
were made the scapegoat, said Prot HW. Dulski from the SGPiS. The other 
level,branch ministries, however, remained. Although a reorganivation has 
taken place there, it has only led to apparent changes, to o grouping together 
of a larger oumber of branches under one hat. Atter all, these organisms 
still represent only branch industrics. 


In the heart of the center, however, no changes have taken place, no strategic 
center able to create an overall policy outside of particular interests, was 
born. Thus a reform, in the opinion of Prof Dulski, consists of creating a 
successive mutation of the centralist system, if one is to consider ites 
achievements until now. As Min Baka’s report shows, there has hardly been any 
change in the structure of the economy. The reform has achieved nearly 
nothing in that matter. Yet, this change ought to be our chiel goal because 


it alone can guarantes us an improvement in the oi tuation, 
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Only a strategic center, however, standing at the helm of our economy, would 
be able to bring about the realization of this goal. To create such a center, 
however, is an extremely difficult thing, because very many people are inter- 
ested in maintaining the present status quo, and even in restoring the previ- 
ous one. Among them, said Prof K. Doktor, is a large portion of managers of 
industrial enterprises for whom it is convenient to rely on the “protection” 
of the ministries. These ministries, on the other hand, can be very “pater- 
nal." It is enough to say that 70 percent of the enterprises which applied 
for relief from PFAZ payments, received such relief. Associations, for under- 
standable reasons, are also interested in maintaining the status quo. Above 
all, however, some central organs of economic administration which lost their 
ability to steer the domains subordinated to them, or feel they lost it, are 
interested in turning the wheel back. The conviction that it is not possible 
to steer the economy without instruments of direct pressure is, in the opinion 
of Dr Hab R. Zglinski, the result of what happened in the 60's and 70's. 


For these reasons it is so difficult to rebuild the center. Nevertheless, it 
is absolutely necessary. Until it happens, we cannot consider the reform in- 
plemented. For if we cannot achieve a strategic economic policy, rendering 
enterprises independent will not be sufficient. If we do not achieve such a 
policy, we shall feel that we are standing still. 


o 


One has the impression that although the Sejm pronounced itself very strongly 
and unanimously for a consistent realization of the reform, it nearly missed 
the fact, so strongly stressed at the session of the PRON commission: the 
reform is hardly completed and in order for it to bring the expected results, 
it is not enough to perfect it, it must be consistently implemented until the 
end. 
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